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A Banker’s Diary 


Mid-September—Mid-October 


Two changes of importance have occurred in the money 
market during the period under review. The first was 
™ the decision of the clearing banks, taken 
Phe Money - | Genbianhes ee eS 
~, > at the end of September, to refrain from 
Market , = 

taking up Treasury bills at a lower rate 

than 2 per cent. In one sense this decision was well 
timed, for it came just when the “ hot” Treasury bill 
was becoming the relatively unpopular January bill, 
and so there was less competition to keep down rates. 
Up to the middle of October this change in policy had 
proved effective, for the banks were able to raise their 


minimum rate first to 2 per cent. and later to ? per 
cent. Nor did the increase in rates bring out much 


fresh competition for bills. Although the rate is now 
above the London deposit rate of } per cent., bankers 
have not received many requests from their customers to 
tender for bills. Furthermore, the increase in discount 
rates has been reflected in a stiffening in outside money 
rates from } per cent. and lower to } per cent., and at 
times + pel cent. This has raised the average cost of 
short loans to at least rt per Cent., SO that it still does 
not pay bill-brokers to add to their own holdings of 
freasury bills. In any case, the clearing banks are the 
chief buvers of Treasury bills, so that if they decide to 
maintain a minimum rate, they are in a strong position 
to do so. Their successful co-operation towards this 
end is ereatly to be welcomed. 


On the other hand, their task is likely to be rendered 
more difficult by the second development which occurred 


- during the month. This was the issue at 
the the end of September of {£150 millions of 
Floating , ee ek ——- 

Debt 2) per cent. 1944-49 Conversion Loan at 

a price of g4. The issue was in part a 


conversion offer to the holders of 43 per cent. Treasury 
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bonds, amounting to about {50-0 millions, and due for 
redemption on February Ist next, and probably all these 
bonds will be converted. Even so, the Government will 
have about £100 million of cash in hand, and while, if 
they so desire, they can apply it to the redemption of 
an equivalent amount of 4 per cent. 1934-36 Treasury 
bonds repayable on April 15th next, they can equally 
finance this last operation out of a new conversion offer. 
In the meantime, this sum is available for the reduction 
of the floating debt, and so it may turn out that between 
now and the New Year the usual seasonal increase in 
the floating debt may not take place. This will obviously 
make it more difficult to maintain discount rates at their 
present level, though conceivably any reduction in the 
Treasury bill issue may be made mainly in the bills 
issued to Government Departments, leaving unchanged 
the supply of bills to the market. 


THE Midland Bank have criticized the Government in 
their Monthly Review for seeking to fund part of the 
floating debt on the ground that under 

_. The present conditions the issue of Treasury 
phase whe bills is an extremely cheap form of 
thine borrowing, and also provides the banks 
Market and the money market with assets which 

at present could not be replaced. Were 

the banks to be deprived of Treasury bills, the writer 
argues, they would have to increase their cash rates, 
which would have a deflationary effect. Up to a 
point there is considerable force in this argument, 
but it is permissible to comment that short money is 
extremely volatile, and that, unlikely as it appears, 
a complete change in the condition of the money market 
cannot be ruled out of account. The unsettlement of 
European politics adds weight to this argument. Besides, 
the Government has to take a long view, and if it is 
true that a more favourable opportunity of issuing 
medium-term or long-term stock is not likely to occur 
for many years to come, the Government are, in the 
interest of present and future tax-payers, bound to 
seize it. Admittedly, the reduction of the Treasury bill 
issue will add to the difficulties of the banks and the 
money market, but we must confess that this is not the 


H 
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only consideration which should be present in the minds 
of the Government. 


DuRING the period under review the chief events in the 
foreign exchange market were a gradual development of 
. , _ sentiment in favour of the dollar—reversing 
ba! ong the trend of previous months—and the 
unsettlement due to the German break- 
away from the Disarmament Conference and the League 
of Nations. Some light is thrown on the change in the 
outlook for the dollar by our New York correspondent 
upon a later page; but, so far as could then be told, 
President Roosevelt was more inclined to give heed to 
the advocates of ‘“‘sound money,” and was also not 
averse to combining a war debt settlement with Great 
Britain with an agreement to stabilise the pound and the 
dollar at approximately their then gold value. This 
proved sufficient to bring about a hurried covering of 
open bear positions in dollars, while the course of events 
in Europe helped to bring about a certain re-transfer of 
funds to New York. As a result, the dollar, which in 
September had depreciated to $4-86}, rapidly recovered, 
until at one time on October 16th it was quoted at 
$4:40. This rate, however, was only transitory and a 
reaction to over $4°50 followed. The pound also rallied 
against the franc from Frs. 79? to Frs. 82?, but owing, 
it is believed, to official intervention in London, the rate 
was quickly brought back to about Frs. 81. As we go to 
press, President Roosevelt's broadcast address of October 
22nd, in which he outlined a new monetary policy for 
the United States, has once more reversed the trend of 
the dollar, while the fall of the French Government, 
which occurred a day later, has added to the confusion. 


At the end of September the German Government issued 
new regulations entirely revising the method of dealing 
in blocked marks for the purpose of financing 
German additional exports. Henceforward, the 
a Golddiskontbank is to be the sole buyer 
egulations ~. . : ena: 
of blocked marks from Germany’s foreign 
creditors or their representatives, and it will be the 
German exporter’s duty to prove his need and to buy, 
with the money paid to him by his foreign customer, 
blocked marks up to the allocated amount, from the 
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Golddiskontbank. These blocked marks can then be 
exchanged by him for free marks at par. Hitherto the 
duty of obtaining blocked marks has rested upon the 
foreign buyer, after the exporter has obtained authority 
to accept part payment in blocked marks. The advantage 
of this change in procedure is not only that it relieves 
the foreign buyer of this task, but it canalises the whole 
traffic in blocked marks for additional exports in the 
hands of the German authorities, so that they can tell 
how much of Germany’s frozen external debt is being 
redeemed in this way. In this connection it should be 
noticed that the Golddiskontbank will only buy blocked 
marks as and when they are required to satisfy the 
authorised needs of exporters, and is not proposing to 
hold a reserve of blocked marks on its own account. 
Germany justifies this method of financing export trade 
by reference to the general theory that she can only 
pay her foreign debts to the extent that she can 
export her goods, and she also avers that as she 
intends her exports to be paid for in free foreign 
exchange as much as possible, she does not intend 
to allocate blocked marks to exporters in a_ greater 
proportion than is necessary for them to compete upon 
level terms. In short, this is not to be a new form of 
‘exchange ’’’ dumping. On the other hand, there is no 
doubt that German exporters are receiving an advantage, 
and that simultaneously those of Germany’s creditors 
who agree to sell their blocked marks to the Gold- 
diskontbank at the prevailing rate of discount are 
sacrificing part of the money due to them. Still, this 
argument possesses less force in the case of Germany’s 
sterling creditors, whose loans were made to Germany 
when the pound was still quoted at its full gold value. 


THE September returns of the ten clearing banks come 
as a partial disappointment, for while other business 
indicators point to a further improvement 

The in trade, both bank deposits and advances 


September cline. Deposits wer 57° 
Cleadinn record a decline. Deposits were {1,957°9 


Bank millions against {1,965-6 millions in August, 
Averages and advances {749-7 millions against 
{758-2 millions. Cash  has_ increased 


from {208-1 to {214-8 millions, but in pursuance of 
their policy of raising discount rates the banks have 
H 2 
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allowed their bills to fall from £359-0 to £355-0 millions, 
while they have refrained from adding further to their 
investments, which still stand at £563-2 millions. The 
ratio of cash to deposits has risen from 10-6 to II-o per 
cent. This is not a great movement, but it is sufficient 
to show that the banks are not eager to employ their 
surplus cash in unremunerative ways. 


IN interpreting the fall in advances, it must be 
remembered that the existing plethora of money has 
.,,.. caused the banks to be faced with new 

Ly Fallin and abnormal competition in this field of 

vances . ete “tes agg 

their activities. Dr. Einzig, in an article 

upon another page, alludes to the way in which private 
City houses are bidding against the joint-stock banks 
for the business of their very large customers, and it is 
reported that some of the insurance companies are also 
offering loans to large borrowers at relatively low rates. 
This is quite likely, as the insurance companies have 
lost revenue through the recent fall in the long-term rate 
of interest, and are naturally anxious to make good 
their loss. It is also reported that where they have 
special connections, such as in the Liverpool cotton 
trade, American banks are offering loans at cut rates, 
and recouping themselves by the profit they can derive 
from the turn between spot and forward dollars. Such 
facilities are incidentally of doubtful advantage to the 
borrower, for the moment the discount on forward 
dollars runs off, they will cease to be profitable to the 
American banks, and may be withdrawn without warning. 
All this new competition, of course, only extends to the 
large borrowers from the banks, for insurance companies 
and foreign and private banks cannot get into touch 
with the numerous small customers of the joint-stock 
banks; nor have they the personal knowledge which 
forms an important part of the security behind every loan 
to an unknown individual or firm. There is evidence 
that more extensive use is being made of overdraft 
facilities, by the huge mass of small customers, all of 
which points to a quickening of trade. Still, as the 
September returns show, an increase in a number of 
small loans is not sufficient to offset the loss of a few 
big loans. The real lesson to the economic student is 
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that clearing bank loans, taken by themselves, are no 
longer a reliable indication to the aggregate national 
demand for credit. 


BoTH imports and exports point to a slight revival in 
overseas trade, for imports were {57-2 millions in 
September, against {56-8 millions in August 
September and £54°3 millions in September, 1932; 
Overseas hile Rritic pecans ai , i 
Trade While British exports were {32-2 millions 
in September, against {31-0 millions in 
August and £26-2 millions in September, 1932. Raw 
material imports show some falling off when compared 
with August, but are appreciably above their level of 
a year ago. Still there is usually a seasonal increase in 
raw material imports in the closing quarter of the 
calendar year, which means that we must await the 
December returns in order to judge the full measure of 
the recent revival. A detailed examination of the returns 
of both imports and exports over the past few years 
confirms the general view that so far this year’s revival 
has been confined to home trade. It also holds out the 
hope that the current year will complete the rectification 
of our adverse balance of payments, which exceeded 
{100 millions in 1931. Still, everything depends upon 
the size of our invisible exports for the current year. 


Labour and the Banks 


WO months ago we referred briefly to the new 
| proposals for the reform of the British banking 
system put forward in a Policy Report of the 
Labour party. Since then the annual Labour conference 
has been held at Hastings and these proposals have been 
adopted and incorporated in the party’s policy. Too 
much importance need not be attached, of course, to 
such resolutions, for there is a wide gap to be bridged 
before even a Government drawn from the sponsoring 
party finds time to take them up and translate them into 
law. At the same time the case made by the authors 
of these proposals against the present banking system 
and the reforms they have put forward ought not to be 
allowed to go unexamined. 
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To examine the reforms fairly it is necessary to 
remember that they are co-ordinated with the general 
“ planning ”’ proposals of the Labour party, which include 
the establishment of a National Investment Board for 
the provision of long-term credit, and also the “ socializa- 
tion’’ of the Bank of England. The charges brought 
against our present joint-stock banking system are, 
roughly, six in number. 

(1) There is lack of co-ordination between the joint- 
stock banks. The fact that firms or individuals may have 
accounts with two or more banks enables them to conceal 
their position and gives opportunities to “ financial 
adventurers.” Again, the banks have no common 
policy regarding advances to industry. 

(2) There is lack of co-ordination between the joint- 
stock banks and the Bank of England. 

(3) There is wasteful competition between the banks, 
particularly as regards the multiplication of branches all 
over the country. 

(4) Each of the banks has an excessive number of 
directors, many of whom, the report surmises, contribute 
little to the bank’s policy. 

(5) The banks’ overhead charges are so heavy that 
it is understood that a minimum of 2 per cent. has to be 
charged as interest on advances in order to cover these 
alone. This explains the alleged failure of the banks to 
reduce advance rates in these days of cheap money and 
low deposit rates. 

(6) There is a lack of social purpose in the use of the 
banks’ resources. There is no co-ordination between 
public policy and the granting of credits to industry. 
The banks have recently shown a lack of enterprise in 
making advances, and so while the Bank of England has 
recently been creating additional credit resources for the 
joint-stock banks, the latter have been failing to make use 
of them. Instead of assisting trade recovery, the banks 
have been buying and holding gilt-edged securities. 

Before proceeding to the constructive proposals of 
the Labour party, which, needless to say, lead in the 
direction of socialization, some words of comment on 
these six charges appear to be called for. The first general 
point is that the rationalization of banking has already 
proceeded here to far greater lengths than in most other 
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countries. What we have done is to evolve a few large 
branch-banking systems, each under a single control, 
each drawing its resources from all over the country, and 
each dependent upon all parts of the country for the 
employment of its funds. This means that we have 
evolved a banking system of extreme strength, especially 
if it is contrasted with the American system of innumer- 
able small unit banks, and when we further remember that 
we have simultaneously evolved a huge body of banking 
practice, tradition and experience, it is no accident that 
our banking system is almost the only banking system to 
have passed through the recent years of crisis without 
a single failure. That fact alone should make us think 
very seriously before we decide that our banking system 
is in need of reform. 

The absence of co-ordination alleged to exist by the 
Labour party has both its good and its bad side. It may 
be that on occasions it has opened the door to fraud, but 
it by no means follows that the amalgamation of the 
banks into a single unit would be an effective remedy. 
An unscrupulous financial adventurer, to use the Labour 
party’s phrase, could easily operate a multiplicity of 
banking accounts through the medium of employees or 
dummies. 

It may be that in certain towns there is a redundancy 
of banks, although in interpreting the increase in the 
number of branches during the past seven years, again 
quoted in detail by the Labour party, regard must be 
had to the new towns and suburbs which have been 
built, especially upon the outskirts of London. It is a 
fair reply to the Labour party to say that if they carry 
through their housing programme, their new nationalized 
bank will have to open fresh branches. Still, apart from 
this, we are inclined to agree that there is just an element 
of truth in this accusation. It is known in the City that 
ever since the armistice one of the “ big five ’’ has set its 
face against opening too many branches, while in recent 
years all the banks have been opening new branches at 
a much slower rate than ten years ago. Still even if there 
are redundant branches which ought to be closed, the 
nationalization of banking is not needed in order to 
bring this about. A similar conclusion has recently been 
reached by the Canadian banks, and in several towns 
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branches are being closed down byreciprocal arrangement. 
The British banks are quite capable of making similar 
agreements if they think it desirable. 

Incidentally the Labour party could easily have 
adduced additional evidence bearing upon this point. 
Have they thought to make a survey of the country, 
comparing the number of branches in each locality with 
population, rateable value, the nature and extent of 
industrial activity, and other relevant factors? Such a 
survey would not be without value, but as matters stand, 
they have neither proved nor disproved their case. 

Their criticism that the banks have too many directors 
is completely answered in the report itself. To begin with, 
the figures they themselves cite, and which we do not 
necessarily endorse, give directors’ fees of a total of 
£304,624, and advances at £753,000,000. Thus directors’ 
fees are only equivalent to an interest rate of 0-04 per 
cent. on advances, so that the dismissal of all the banks’ 
directors would have a microscopic effect upon the cost 
of advances. 

The report, however, proceeds to advocate that the 
money saved in directors’ fees should in part “ be devoted 
to the creation of a really efficient statistical and research 
department, which does not now exist.’’ Now the 
collection and interpretation of current statistics, though 
a highly specialized and highly skilful job, is not one 
calling for a large staff, and if the Labour party’s new 
unified bank spent £10,000 a year on it, that would be 
more than sufficient. Still, as any practical banker could 
have told the Labour party, statistical information is not 
the only information which a bank requires. It needs to 
supplement it by intimate information regarding the 
state of individual trades and industries, including 
personal details regarding the standing and reputation of 
individual traders and manufacturers. It is for this 
reason that a bank invites on to its board leading men 
in every one of the country’s staple industries. These 
men know everyone in their trade, and in short one of the 
main functions of the board of directors of a bank is to 
act exactly as the research and intelligence department, 
which the Labour party wishes to set up in their place. 
It is quite fair to say that a statistical department by 
itself can only provide the bare bones of the kind of 
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information required by a bank. It must be supplemented 
by the specialized and intimate knowledge of each 
industry, and were a bank to dismiss a director and invite 
him to join the staff as an expert adviser, they would 
have to pay him a salary far in excess of his director’s 
fee, while the fact that he abandoned his other interests 
and joined the staff of the bank would mean that he 
would immediately lose touch with his trade. As a 
director he is worth far more to the bank than as a 
salaried expert adviser; and he costs far less. 

We come now to the general questions of the banks’ 
overhead charges, and the volume and nature of their 
advances. Here we suggest that the Labour Party are 
misunderstanding the guiding principle of British 
banking. This is that the interests of the depositor 
come first. To begin with an important point of detail, 
we suggest that the real explanation of the banks’ 
overhead charges lies not so much in the size of their 
boards, or even in the number of their branches, as in 
the large number of services, many of them free of any 
charge, which they are prepared to render to their 
customers. Have the Labour Party reflected upon the 
amazing mechanism which has been developed for the 
clearing of cheques in two days at the most from one 
end of the country to the other? Have they gone to the 
trouble of obtaining from any one of the “ big five’’ the 
numerous leaflets they publish setting out the services 
rendered to their customers? And do the Labour Party 
seriously suggest that in addition to depriving the public 
of a number of the branches now open, they are also 
going to curtail the services now rendered to the public 
by the banks? Because, if so, they ought to say so, so 
that the public is left under no delusion as to what 
nationalized banking means. 

In making an advance, a banker is guided by two 
main considerations: is the advance sound; and will 
it be repaid on the due date? It may happen that not 
every advance is repaid when the time comes, for 
neither a private banker nor the manager of a 
nationalized bank can always foresee the future, and it 
may usefully be stated here that on many occasions 
during the past thirteen years a banker has continued an 
advance because if he had forced its repayment he would 
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have plunged an ‘ania eniiaiiaiaii concern into 
liquidation, depriving its hundreds of employees of their 
jobs. Even a banker is human, and it may be that he has 
shrunk from inflicting widespread unemployment when 
a more ruthless attitude might have been better for the 
industry and the nation in the long run. Of course, if 
the nation decides to embark upon the perilous waters 
of Socialism and the State Planning of Industry, then 
the providers of short-term credit, whoever they may 
be, will have to conform, but until that happens, the 
banker’s concentration upon the soundness and liquidity 
of the loans provides no bad test from the public point 
of view. It is arguable that those who are engaged in 
providing what the public wants, at a price the public 
can pay, are likely to be numbered among the more 
credit-worthy borrowers. 

The report ascribes the decline in clearing bank 
advances to a reluctance of the banks to lend. Here we 
may usefully re fer the authors to a paragraph in the 

‘Banker’s Diary ”’ for this month which shows that in 
A days, when loans are forthcoming from abnormal 
sources at abnormally low rates, the advances of the 
clearing banks alone are not a safe guide to the total 
short-term borrowings of the nation. Incidentally, a 
realization of this fact takes much of the force out of 
the suggestion that banking must be nationalised in 
order to provide industries with an adequate supply of 
credit at an adequate rate of interest. Nationalization 
or not, the pressure of outside competition may ulti- 
mately force down the advance rate to a lower level, 
without any change in the ownership and control of the 
joint-stock banks being necessary. It may also be 
advisable to remind both the authors of the report and 
the general public that there is no such thing as a fixed 
uniform rate on advances, or even a minimum rate of 
5 per cent. Tar lower rates are already quite common, 
and, indeed, the average advance rate is probably no 
higher than 4} per cent. 

yn proposals of the Labour Party may be dismissed 
very briefly, because we have already shown that there 
is no foundation in the criticism and alleged facts upon 
which they are based. They propose to amalgamate the 
‘big five’’ into a single Banking Corporation under 
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public ownership and control. The directors would be 
appointed by the Government, and the existing manage- 
ments and staffs continued in their employment. Share- 
holders would be bought out at a reasonable price. 

Apparently the directors of the new Corporation are 
to be left a fairly free hand both as regards administration 
and in dealing with individual applications for credit. 
We assume that this means that the new Corporation 
would not so much be a Government Department as an 
independent Public Board, like the Port of London 
Authority or the London Passenger Transport Board. 
We confess that we would feel a qualified degree of assur- 
ance, if the leaders of the Labour Party would state 

categorically that this is the case, even though we would 

still “regard the establishment of such a Corporation as 
unnecessary and undesirable. The fact remains that 
banking is essentially a personal business. When granting 
a loan, the banker must be free to sum up his own 
impressions of his customer, and he cannot do so by rigid 
mechanical means. Nor can he judge impartially of the 
merits of an application for a loan, if at the same time he 
feels that he is dealing with public money which eventually 
will have to be accounted for in Parliament, or if he is 
bound by rules and regulations of the kind enforced in 
the Civil Service. [ven to-day the complaint is occa- 
sionally heard that one consequence of Bank amalgama- 
tions is that local managers are left with too little 
discretion. This complaint would become intensified 
under the Labour Party’s scheme, and it would be voiced 
loudest by the general public. Mr. Walter Leaf was 
right when many years ago he said that the chief sufferers 
from the nationalization of banking would not be the 
banks but the general public, who would lose many of 
their present facilities, and who would experience far 
greater difficulty and delay in obtaining loans. 

In short, if the country comes to believe in nationaliza- 
tion and planning, the banks will have to come into line. 
In the meantime, our bankers have very little with which 
to reproach themselves, and need do no more in self- 
justification than point to their immunity from failure 
during the past five years. Whether the public would 
gain or lose on balance from nationalization is a political 
and not a banking question upon which we do not feel 
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bound to express an opinion, but this much it is our 
duty to point out. Whatever the disadvantages of our 
present system of competition all over the country 
between a limited number of large banking units, it has 
at least provided the public with banking facilities to an 
extent undreamt of twenty years ago, while the mere 
fact that a citizen of even a small town can choose between 
three or four different banks keeps all the banks up to 
the mark and gives him a better chance of obtaining the 
credit he needs. We suggest that the public ought not 
to surrender these facilities lightly in exchange for the 
doubtful and shadowy advantages of a single nationalized 
soul-less Banking Corporation such as the Labour Party 
are seeking to foist upon us. 


Scottish Banking 


By a Scottish Correspondent 


O far as Scottish Banking is concerned, the current 
S year, now within measurable distance of its close, 

has been comparatively featureless. Rates for the 
most part have remained unchanged throughout its 
course, and no dramatic interludes fall to be recorded. 
While at the moment of writing it is impossible to fore- 
cast the gist of Reports due over the next few months, 
the fact that interim dividends have been in all cases 
consistently maintained, warrants the inference that 
profits have been, on the whole, by no means unsatis- 
factory, and that in all probability both deposits and 
loans may show comparatively little change. 

Banking and industry are so intimately allied that 
the undoubted improvement as regards the latter must 
have its due reflection on the former. In the engineering 
trade, for example, there are very few shops that do not 
show some increase of business, and that conditions are 
improving is shown in an important diminution in the 
figures of unemployment. As regards shipbuilding, the 
outlook on the Clyde is distinctly brighter, and a fair 
share of orders is anticipated when contracts for the 
Admiralty’s current year’s construction are placed. Coal 
exports are in excess of last year, while in the jute trade 
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important orders in all departments have been secured, 
owing in some degree to Calcutta goods being on a higher 
level of value than Dundee manufactures. In this 
industry alone, the figures for unemployment shown on 
April 24, viz., 13,524, had by the end of August decreased 
to 8,789. As regards distilling—a by no means insigni- 
ficant Scottish industry —the probability of America 
once more opening her markets has caused the grain 
distillers to redouble their energies, and after a long 
period of stalemate it is expected that over twenty of 
the better-class malt distilleries may resume production. 
The instances quoted all point in the right direction. 

The profitable utilization of bank deposits in Scotland 
as elsewhere, is perhaps the main problem which confronts 
the respective managements. The massed balance sheets 
issued during the course of 1932 showed deposits at 
£260,231,000, or an increase of over {9,000,000 as 
compared with 1931. Since the current year opened, 
further increases ranging from 24 to 54 millions have 
been in evidence, the Bank of Scotland disclosing the 
highest figure in its history over a decade of years, viz. 
£3 36,049, 095. To place an orthodox ratio in good 
commercial loans is not at present an easy matter. 
The upward curve in industry is not yet sufficient to 
adjust the balance, and it is a well-known fact that 
borrowers, attracted by the substantial enhancement in 

values of Stock Exchange securities, have not been slow 

to realize, and with the proceeds pay off their banking 
obligations. In the declared experience of one of the 
banks, the reduction in advances was mainly in accounts 
of customers extensively engaged in foreign trade, and 
who, owing to the uncertain conditions in other parts 
of the world, were unable to utilize their credits to 
anything like their full extent. 

Considerable interest has been taken in the 
Agricultural Credits (Scotland) Act, 1929, now in opera- 
tion. The Scottish Agricultural Securities Corporation 
Ltd., formed in accordance with its provisions, is now 
in a position to consider applications for long-term loans. 
Advances may be made (I) upon the security of agri- 
cultural land, and (2) in respect of major improvements 
to agricultural lands and buildings. Although only four 
out of the eight banks in Scotland agreed to subscribe 
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the capital necessary for the new undertaking, arrange- 
ments have been made whereby applications for loans 
may be submitted through the branches of all the banks, 
the various head offices submitting them in due course 
to the Corporation. It would at this stage be premature 
to hazard an opinion as to the success or otherwise of 
this latest development; suffice it to remark that over 
a long series of years farming clients of the banks have 
been supported to the extent of not a few millions, and 
probably the majority of them may elect to continue as 
heretofore. So far, it is believed, applications under the 
new scheme have not been numerous. 

At the annual general meeting of the Bank of Scotland 
on April 4 last, the Governor gave some interesting 
statistics as to the distribution of the bank’s advances. 
In the case of the farming industry, the loans were well 
over £{1,000,000, and no fewer than 1,316 agriculturalists 
had unsecured loans amounting to in all £244,273. 
The figures referable to other branches of commerce are 
also highly interesting :— 

Portion of 


Total Advances 
Designation Amount Unsecured 
f f 

Farmers and live stock salesmen .. 1,202,000 340,000 

Timber and fishing ‘e ia - 168,000 33,000 

Produce importers, grain, etc. .. si 277,000 22,000 
Iron, coal, steel, quarrying: engineering, 
gas, electricity, motors : shipping and 

shipbuilding .. “a + .» 1,379,000 287,000 
Textile, jute, leather, chemical, etc., 

manufacturers. . wa oe = 574,000 93,000 

Merchants, distillers, and brewers .. 1,359,000 230,000 
Stockbrokers, insurance and investment 
companies, and advances on stocks 

and shares - ee es .. 3,158,000 232,000 

Public accounts .. x a Ss 197,000 54,000 

Those not classified 
(a) For general business purposes .. 862,000 264,000 
b) For private purposes = .. 1,231,000 229,000 


10,407,000 Di 1,784,000 to 
5,448 borrowers 








As the deposits of the senior bank amounted at the 
last annual balance to over £36,000,000, the fact that 
its general advances were considerably less than one-third, 
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shows that industry all over has still a long leeway to 
make up ere it can profitably utilize the still available 
millions. It does not pay a trader to run an overdrawn 
account and to accumulate stocks for which markets are 
awaiting. The contraction in lending of recent years, 
while giving evidence of difficulties in export business, 
if viewed from another angle, shows that, so far as 
Scotland is concerned, the loans are of a self-liquidating 
type, and that traders are to an appreciable extent 
reducing commitments from the enhanced turnover, 
consequent upon a measurable recovery in not a few of 
the important industries. 

Some five years ago, when deposits were inclined 
to ebb, the banks in Scotland by mutual arrangement 
inaugurated savings departments, the main object of 
which was to attract the small depositor. Over a long 
period of time the Trustee Savings Banks had allowed 
2} per cent. on ordinary lodgments, and the Joint Stock 
Banks no doubt suffered to some extent when their own 
deposit rate fell below that level. From 1928 up till 
September last, sums of £200 in any one year were 
accepted by the banks in what was known as their 
“deposit account ’’ departments. The prolonged period 
of low rates, and the difficulty of profitably utilizing the 
many millions—steadily increasing and for which they 
had to pay 2} per cent.—caused the banks to revise their 
terms and to restrict the savings departments to what is 
practically “‘a care and maintenance basis.’’ It was 
decided to reduce the amount acceptable in any one year 
to {100; to make the maximum £500, and beyond that 
to allow only deposit receipt rate, viz., I per cent. For 
some time past it has also been the rule to make a new 
depositor sign a declaration that he has no “ savings 
account ’’ in any Scottish bank other than the one he 
is opening. This provision was to correct an abuse of 
the system, it being a not infrequent occurrence for 
individuals with substantial sums at their disposal, and 
wishing to have such at call, to open savings accounts 
with different banks, and even at several branches of 
the same bank, so as to place in aggregate amounts 
largely in excess of the prescribed limits. The changing 
ownership of money, in evidence more particularly since 
the war, is reflected in the important expansion of 
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Trustee Savings Bank figures even in areas where least 
expected. Whether in the case of the Joint Stock Banks 
the same constituencies are being “‘ tapped ”’ it is difficult 
to say. Probably a large proportion of the money now 
lodged on the 2} per cent. basis is simply a transfer from 
ordinary deposit receipts made by regular customers. 
The more venturesome will, of course, place their money 
surplus elsewhere, but so long as the political outlook is 
fraught with uncertainty, and deferred dividends are of 
common occurrence—not to speak of foreign defaults, 
unfortunately too numerous—so long will ‘the general 
public keep their surplus cash with institutions which 
merit their confidence, and their known ability to pay 
at call remains an attraction far beyond any question of 
rates and limits. 

Among domestic events of outstanding note during 
the past year may be mentioned the interesting celebra- 
tion, on June 30 last, of the jubilee attained this year 
by the London City Office of the Commercial Bank of 
Scotland, Ltd. The office was opened in 1883 under the 
charge of Mr. Thomas Fraser Sandeman, who sixteen 
years previously inaugurated the first London office of 
the Bank of Scotland. The Commercial Bank opened in 
Bishopsgate, in premises leased from the Royal Bank 
of Scotland. A few years later the office was transferred 
to 62, Lombard Street, the corner which it now occupies, 
and the premises were considerably extended in 1914 
when the property adjoining was purchased. 

Elsewhere in our current issue we record with much 
regret the death of Sir Alexander Kemp Wright, the 
senior among the Scottish general managers, and whose 
connection with the Royal Bank of Scotland extended 
to practically sixty years. One of the ablest bankers of 
his day and generation, Sir Alexander’s sudden demise 
has called forth numerous tributes to his memory, and in 
London, Edinburgh and Manchester his genial personality 
will be much missed. The directors of the bank have 
appointed Mr. William Whyte general manager in 
succession, and his wide London experience, added to 
the fact that for the last few years he has acted as 
Sir Alexander’s deputy at Edinburgh, augurs well for 
a perpetuity of the traditions associated with the great 
institution which he now controls. 
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The Réle of the French “ Caisse 
Autonome.”’, 


By a Correspondent 


HE “ Caisse Autonome de Gestion des Bons de la 
Défense Nationale, d’exploitation industrielle des 
tabacs et d’amortissement de la Dette publique ”’ 
—such is the exact denomination of the French Sinking 
Fund Institute created in 1926—has just published its 
annual report for the year 1932. Having been established 
on October I, 1926, the “ Caisse’ has just begun its 
seventh year of activity. During its existence it has 
played an important role in the defence of the Govern- 
ment’s credit and of the French currency, and so it is not 
without interest to recall its original functions, the 
subsequent evolution of its activities, and also its reper- 
cussions on the market for long-term and short-term loans. 
It was during one of the darkest periods of the history 
of French finance that the idea of the ‘* Caisse d’amortisse- 
ment ’”’ arose. The plan of the experts of July 3, 1926, 
proposed the creation of a completely autonomous 
organization provided with resources of its own in order 
to secure the interest service and the renewal or repay- 
ment of the ‘‘ Bons de la Défense Nationale,’’ which 
constituted at the time the gravest menace to the French 
Treasury. It was Monsieur Poincaré who actually 
established the Caisse, but in a slightly different form 
from that proposed by the experts. Instead of providing 
it with funds raised by loans, it was provided with special 
resources such as the net receipts of tobacco, death 
duties, budgetary surplus, etc. The autonomy of the 
Caisse was guaranteed by a constitutional law voted 
by the National Assembly at Versailles, according to 
which, in case the special resources proved to be in- 
adequate, the deficiency would have to be covered out of 
budgetary resources. There has been no need, however, 
to fall back upon this provision; in fact, the Caisse was 
quickly able to strengthen its credit and to increase its 
reserves. 

On October 1, 1926, the amount of the Bons de la 
Défense in circulation attained 47,073 million francs, 
excluding an amount of 1,312 million Treasury bonds, 

I 
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thus making a total of 48,385 millions (about 400 million 
gold pounds). Monthly maturities averaged 7 to 8 
milliard francs (about 60 millions of gold pounds), and 
the interest service required about 2,700 million francs 
per annum. Fortunately during the first quarter of its 
existence the new issues of Treasury bills considerably 
exceeded redemptions. The issue of 1-month and 3- 
months’ Treasury bills was soon suspended, and from 
July 31, 1927, there have been practically only 1-year’s 
bills in circulation. The interest rate was gradually 
reduced from 5 to 3 per cent. New 2-years’ bills were 
issued from 1927 onwards. 

At the end of 1927, the Caisse, having provided for the 
services of the Bon de la Défense in circulation, possessed 
a reserve of over 4 milliard francs for the redemption of 
the public debt. Its balance with the Bank of France 
then stood at 6,500 millions, exclusive of a working fund 
of 1,200 million francs, kept for the Treasury. It was 
thus in a position to elaborate the redemption scheme and 
to intervene in the market for Government bonds. In 
1928, after the legal stabilization of the franc, the policy 
of interest reduction and redemption of Bons de la 
Défense continued successfully, especially as the I-year 
Treasury bills were completely withdrawn by June 3, 
1928. This left only 2-years’ bills outstanding, and their 
discount rate was soon reduced to 4 per cent. Between 
October, 1926, and December, 1928, the amount of 
Treasury bills had been reduced by 123 milliard francs. 
The resources of the Caisse continued to increase and its 
balance with the Bank of France attained 6,165 million 
francs on May 10, 1929. Although after June, 1928, there 
were no Treasury bills redeemable, the Caisse continued 
to issue 2-years bills so as to replenish its reserves and to 
induce investors to continue to take up such bills. From 
the end of 1929 the amount of 2-vears bills remained 
practically steady, as the Caisse aimed at maintaining 
a steady regulation of maturities. The interest rate was 
reduced gradually to 2} per cent. by February, 1931. 

The results of the working of the Caisse Autonome 
may be summarized as follows :— 

1. The authorized limit of outstanding bills was 
reduced from 49 milliards in 1926 to 27 milliards 


in 1933. 





— 
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2. The total interest charges were reduced from 
2,700 million francs in 1926 to 1,465 million francs 
in 1932. 

3. Monthly maturities were reduced from 8,000 
million francs in 1926 to 1,080 million francs in 1933. 

4. Instead of the short-term bills, only 2-years 
bills remained in circulation. 

In 1928 the Council of the Caisse d’amortissement 
decided to extend. its activities to cover other branches 
of the public debt. In 1929 the Caisse Autonome used a 
substantial part of its resources for the repurchase of 
Government bonds in Paris, London and New York. 
It was also able to assist the Treasury to make some 
important repayments. 

It is thanks to the repayments made by the Caisse 
Autonome that the budgetary deficits since 1931 have 
not affected the financial equilibrium of France. The 
total of internal and external public debt at present is 
over 300 milliard francs (nearly 2} milliards of gold 
pounds), against 269 milliards at the end of December, 
1930, but its present figure is still under the amount of 
305 milliard francs outstanding in 1926. 

In spite of the new issues which the Treasury have 
had to make since October, 1932, the floating debt at 
present is only half what it was six years ago. The 28 
milliard francs of 2-years Bons de la Défense have now 
regular monthly maturities and are placed at a low 
interest rate. 

As the prolonged crisis aggravates the budgetary 
situation in certain political quarters it is suggested 
that the Caisse should take charge of the newly contracted 
debts. The Council of the Caisse Autonome in its report 
to the Finance Minister has opposed extension of its 
functions on the ground that its present liabilities are 
such as to make it impossible to undertake additional 
commitments. Given the declining tendency of the 
receipts of the institution it would be jeopardizing the 
management of the Bons de la Défense and would make 
it more difficult for the Caisse to intervene in Government 
bond markets. Notwithstanding its declining resources 
the Caisse has to look after interest services amounting 
to 1,607 million francs per annum, while, including 
redemptions and life annuities, its total charges amount 
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to 3,563 million francs. Thus its obligations are tending 
to increase and the margin available for the support of 
Government bonds tends to decline. At present this 
margin is less than 1} milliard francs per annum, if 
allowance be made for the cost of administration of the 
Caisse. 

Benefiting by the economies obtained by the Caisse 
through the great conversion operation of September, 
1932, the Government persuaded the council of the 
institution to devote the amount saved (about 268 million 
francs per annum) to the supplementary redemption of 
the public debt. Owing to this and other liabilities 
the Caisse had to reduce its repurchases of Government 
securities in the open market to 2,225 million francs in 
1932, in spite of the increase of its Bons de la Défense 
issues. This was an inadequate amount considering the 
necessity of preparing for conversion. It ought to be 
recalled that the purchases of the Caisse in France and 
abroad were 5,618 millions in 1929 and 3,945 millions 
in 1930. 

The decline of the resources of the Caisse Autonome 
is also indicated by the decrease in its balance with the 
Bank of France. From its maximum figure of 9,374 
million francs in March, 1931, its balance has fallen to 
2,082 millions in January, 1933, and to 1,981 millions 
in May, 1933. In September the amount was 2,193 
millions. 

It was perhaps open to criticism for the Caisse to 
have maintained with the Bank of France an idle balance 
of as much as 8 to g milliard francs, consisting of the 
amount set aside for the redemption of the public debt, 
but the decline in this balance to 2 milliards deprives 
this criticism of much of its force, especially as the sum 
is only just sufficient to enable the Caisse to meet re- 
demptions of the remaining 28 milliards of Bons de la 
Défense. It is easy to understand, therefore, the 
significance of the warning given by the council of the 
Caisse Autonome in its report of July, 1933, to the 
Minister of Finance :— 

‘In the course of the coming years the Caisse will continue 
within the limits of its means the redemption of the public debt. 


Its activities in this direction cannot, however, be of the same 
extent as they were in the past. In fact, its resources have 
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declined owing to the reduction of taxation rates and under the 
influence of the economic crisis to a figure which is barely above 
the minimum guaranteed by Constitutional law. As the surplus 
available after discharging statutory liabilities has to serve 
first of all the requirements of the Administration of the Bons 
de la Défense Nationale, the council has to declare that the Caisse 
d’amortissement could not undertake additional extension of 
its liabilities without a corresponding increase of its resources.”’ 
Given the fact of the constitutional independence of 
the Caisse and the high personalities who control its 
finances (which include among others the Governor of 
the Bank of France, the Director-General of the Caisse 
des Dépots et Consignations, and the Directeur du Move- 
ment Générale des Fonds at the Finance Ministry) there 
is every reason to believe that the Caisse Autonome will 
be able to pursue, in spite of any disturbing political 
developments, its beneficial activities. It may be said 
without exaggeration that it was thanks to the open 
market operations of the Caisse that the Treasury was 
able to carry out the great transaction of consolidation 
of 85 milliards of Government bonds whose interest was 
reduced to 44 per cent., resulting in the net saving of 
nearly 2 milliard francs for 1933 and 13 mulliard francs 


for subsequent years. 


Internal v. International Banking 


By Paul Einzig 


N his speech at the Bankers’ Dinner on October 3, 
I Mr. Montagu Norman laid stress on the international 

character of the banking community of London. 
While endorsing the optimistic views expressed by the 
Chancellor of the Exchequer and Mr. Churchill, about 
the improvement of economic conditions in Great Britain, 
he pointed out that “here in the City we are largely 
international,” and that the position of City merchants 
and bankers to a great extent depends upon recovery 
overseas, which has so far been highly inadequate. 
There can be, indeed, no doubt that the London banking 
community cannot regain its old prosperity unless and 
until international conditions radically improve. At the 
same time, it ought to be borne in mind that there is a 
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moderate tendency towards the decline of the dependence 
of the City upon foreign business. 

Before the crisis practically all banking houses in 
London specialized in foreign business. The issues they 
handled were mostly foreign loans, and their acceptance 
credits financed exclusively international trade—a great 
part of them financed, in fact, trade between foreign 
countries in which British interests were not concerned 
either as exporters or as importers. Even the joint- 
stock banks took an increasing interest in foreign 
business. Their overseas departments underwent a 
spectacular expansion after the war, and several of 
them established branches or subsidiaries abroad. Do- 
mestic industrial issuing activity was handled almost 
entirely by second-rate, third-rate and the generally 
lesser-known financial houses; none but the largest 
industrial concerns could arrange their issues to be 
brought out under the auspices of one of the first-class 
issuing houses. 

As a result of the crisis this state of affairs has 
undergone a complete change. Foreign issuing activity 
has ceased almost completely, and the prospects for its 
resumption in the near future are tar from bright. 
Nor do banks and acceptance houses get an adequate 
amount of foreign acceptance business. Owing to the 
fall in prices, the trade depression, and the various 
restrictions imposed upon financial and commercial 
intercourse, the volume of acceptances—other than 
frozen bills—has declined considerably. In the circum- 
stances, it is impossible for banks and acceptance houses 
to earn their overhead charges from profits on foreign 
business. Dealing in foreign exchanges is practically 
the only profitable branch of foreign banking activity, 
but it involves considerable risk. 

This state of affairs affects the joint-stock banks only 
to a relatively moderate extent. They have always 
been essentially domestic banks, and foreign business 
has constituted only a relatively small percentage of their 
total activity. The crisis has left them entirely intact, 
with their reputation abroad enhanced to no slight 
extent. Asa result, whatever new foreign business there 
is available, the bulk of it finds its way to the joint- 
stock banks. It is the banking firms which have to stand 
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the main burden of the decline in foreign banking 
business. Apart from a few exceptions they have had to 
reduce their activities; their chief occupation is to try 
to recover what they lent abroad before the crisis. 
Their issuing departments are completely idle, and if they 
still have retained a large percentage of their former 
acceptance business it is because the credits are frozen. 

In such circumstances, it is only natural that the 
banking firms should turn their attention to possibilities 
in the sphere of financing. As they have lost a great 
part of their foreign business, without much hope of 
recovering the bulk of it for some time, the obvious thing 
for them to do is to try to offset their loss by expanding 
their activities at home. That end can be approached 
in three different directions : 

(1) The banking firms might attract some of the 
customers of the joint-stock banks by offering them 
domestic acceptance credits. 

(2) They can take in hand industrial issues which 
they considered formerly to be outside their scope. 

(3) They can take up certain types of financial 
activities, such as, for instance, the granting of medium- 
term credits, which have hitherto been neglected by the 
London market. 

Considerable efforts are at present being made by 
a number of banking houses to acquire a local and 
provincial clrentéle. In the ordinary course it would 
not be easy to induce good industrial and commercial 
firms to give up their well-established connection with 
a joint-stock bank and transfer it to a banking firm, 
because the latter may conceivably want it only as a 
provisional arrangement, and would possibly revert to 
foreign business as soon as possible. There is, however, 
a strong inducement for customers to listen to the 
banking firms. While the standard rate on overdrafts is 
still as high as 5 per cent. it is possible to obtain the 
funds required at about half the cost through acceptance 
credits. As the joint-stock banks are not prepared to 
convert their loans into acceptance credits, their customers 
are rather tempted to accept the accommodation offered 
by the banking houses. In spite of this, very little 
actual progress has been made in that direction. British 
merchants and industrial firms are most reluctant to 
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have their names on bills which come on the market. In 
any case, the commercial bills could not be popularized 
to any great extent without the approval of the joint- 
stock banks, for, after all, without their purchases those 
bills would have a very poor market. 

The progress towards expanding in the sphere of 
domestic long-term financing is more pronounced. In 
this respect, the matter largely depends on the financial 
houses themselves, for industrial firms are naturally 
anxious to have their issues brought out under the 
auspices of some of the first-class houses rather than by 
the type of firms which had formerly specialized in 
industrial financing. There are any number of good- 
class issues which the leading financial houses could 
handle without thereby losing caste. There is nothing 
derogatory for any financial house to handle an issue of 
a modest amount for a small company, so long as it is 
sound. 

It is in launching out in new directions that the 
banking houses have particularly bright prospects. If 
they are only adventurous enough to undertake pioneer 
work, such as the provision of much-needed medium- 
term credits, they can amply prove their raison d’étre 
which has been called in question as a result of the 
experience of the last few years. 


Matters of Law 


(By our Legal Correspondent) 


S a rule writers on banking law do not need to 
stress very much the technical doctrine that a 


guarantee may be void for want of “‘ consideration,”’ 
as the lawyers term it. The usual forms of guarantee all 
express adequate consideration for the contract. But 
a case reported from Ireland, heard in the Northern 
Ireland Court of Appeal, and therefore entitled to respect, 
shows that it is well for practical bankers to bear in 
mind the doctrine of consideration. We refer to the 
case of Provincial Bank of Ireland v. Donnell quite 
recently reported. It was a case of a wife’s guarantee 
for the benefit of her husband. There is, of course, no 
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technical objection to such a guarantee, but if it be 
under hand and not under seal it requires, as does every 
simple contract, a “‘ consideration ’’ to support it in law. 
In the usual case of a continuing guarantee on current 
account, the “‘ consideration ’’ usually is that the bank 
undertakes to continue the account, to make future 
advances from time to time, and to continue to afford 
banking facilities to the guaranteed customer (i.e. the 
principal debtor). In the case in question, however, 
the bank had advanced money to the husband on the 
security of a life policy. After such advance the wife 
gave a guarantee of the amount of the premiums on the 
policy. This guarantee was “ under hand,” i.e. it was 
a simple contract. Had it been under seal the question 
of ‘“‘ consideration ’’ would not have arisen, because in 
contemplation of law a contract under seal ‘‘ imports a 
consideration.’”’ Now the simple contract guarantee in 
the case in question was expressed to be made “ in 
consideration of advances heretofore made, or that may 
be made from time to time.’’ It was, however, admitted 
by the bank that, in fact, at the time the wife’s guarantee 
was taken no advances had been made to the husband 
for over a year past, and that the bank had no intention 
of making any future advances. The guarantee apparently 
went merely to keeping up the bank’s security for part 
advances by guaranteeing the payment of premiums on 
the security, namely, the life policy. As it stood, it is 
evident that the bank had entered into a contract with 
the wife that was not supported by any valuable con- 
sideration. It was quite distinct from the ordinary 
bank guarantee of a customer’s account involving future 
dealings. 

It would appear from the somewhat meagre report 
available that the bank might have worded a guarantee 
that would have “ held water.” For instance, had they 
said that the guarantee was given in consideration of 
their forbearing to sue the husband, they might have 
been safe. But no such consideration was present. 
Or, again, the wife might have requested the bank not 
to sue her husband for the past advance and any such 
request would have provided sufficient ‘‘ consideration.” 
That also was not set up. Hence the matter remained 
that the guarantee under hand given by the wife was 
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simply for a past debt, and there was in fact no 
‘“‘ consideration ”’ for the wife’s promise. It is true such 
consideration need not be expressed in writing in the case 
of a guarantee (Mercantile Law Amendment Act, 1856, 
sec. 3), but it must be existent even if not expressly 
stated. Judgment had to be given against the bank, 
therefore, on the purely technical ground of no considera- 
tion. The particular case is of interest as illustrating 
the need of an elementary knowledge of contract law 
on the part of the banker. It in no way affects the 
ordinary guarantee in the common form of a customer’s 
account. Often enough, however, in peculiar circum- 
stances the taking of a guarantee otherwise than in the 
ordinary mode of procedure is attended with legal risks. 
A lawyer would at once have seen that the wife, in 
guaranteeing the amount of the premiums on the bank’s 
security for its past advances, must be supported by 
some forbearance of advantage or detriment to the 
bank. 

A very practical question, and one that often may 
be presented to a banker, is raised by a correspondent 
who asks the question in these terms: “ A guarantor of 
my customer’s account asks me from time to time how 
the account stands and what is the position financially 
of my customer. What am I to do? Am [I at liberty 
to tell him the precise balance owing by the customer 
at the time of each inquiry? If so, such information 
may be quite misleading, for the very next day the 
customer may pay in quite a considerable sum. It is, 
in fact, a very active account, and at times actually in 
credit. Is a guarantor entitled to know from time to 
time the figures of the account he has guaranteed ? 
And whenever he likes to ask? Some bankers give the 
information, I believe. Others refer the guarantor to 
the customer. It is really a difficult position. Suppose 
that the banker, on being asked by a guarantor for the 
state of the guaranteed account, ‘declines to give any 
information ’’ it is possible that his refusal to answer 
may be misconstrued. Again, suppose that an answer 
is given—Is the banker justified in giving such answer 
without the knowledge and assent of the customer ? 
The guarantor says: ‘I am entitled to know the extent 
of my liability at any time; and I[ can best get that 
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information from the banker.’ This is a real difficulty 
that does often arise. What is the true position of the 
banker when faced with such a request? I may add that 
the guarantee I am referring to is the usual common 
form in use by all the big banks, and there is nothing in 
its terms that in the remotest way seems to provide for 
this difficulty.” 

To the lawyer a complete and final answer to this 
very reasonable and natural problem is not easy, for the 
simple reason that there has not been any reported case 
directly dealing with the point. The way in which it 
possibly might be litigated would appear to be an action 
by a customer against his banker based on a breach of 
the obligation of secrecy which, according to Tournier 
v. National Provincial Bank is one of the terms of the 
implied contract between banker and customer. The 
law as laid down in that case imposes on bankers the 
obligation of secrecy with certain specified exceptions. 
A statement to a guarantor of the state of the customer’s 
account at any particular moment is not one of the 
specified exceptions. It follows that such a statement is 
a breach of contract unless it be made with the express or 
implied assent of the customer. Of course, if a banker, 
faced with such a request from a guarantor, is authorized 
by his customer to give the information, there is express 
assent and the customer has no cause of complaint. 
But does the mere fact that there is a guarantor entitle 
the banker to assume an implied assent by the customer 
to reveal to his guarantor at any time he chooses to ask 
for it the then state of the customer’s account? Certainly 
there is nothing in the usual contract of guarantee itself 
that gives the guarantor any right to be so informed. 
He undertakes to guarantee all amounts from time to 
time due from the customer to the bank up to a certain 
limit. It is true that he guarantees the whole indebted- 
ness of the customer; that it is a continuing guarantee 
and involves the idea of the usual banking facilities 
being accorded the customer ; and the guarantee extends 
to the ultimate debit balance at any time the banker 
chooses to close the account. Nevertheless, the guarantor 
is not liable to pay any sum beyond his agreed limit. 
The contract forms of guarantee in use explicitly provide 
for the fluctuation of account and the unimpeded liberty 
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to the banker in the ordinary course of business to deal 
with the customer as he chooses. 

The guarantor is liable only up to his limit, and he 
knows from first to last the extreme extent of his liability. 
If during the course of such a continuing guarantee the 
guarantor desires to terminate his liability for the future, 
he can do so by giving notice to the banker according 
to the terms of notice provided for in the contract. If 
a guarantor wished, he could make a stipulation with 
the customer that he was to be informed from time to 
time of the state of the account. Nothing is simpler, 
and if such a condition were made by the guarantor with 
the customer and communicated to the banker, the 
difficulty would be met. In practice this is sometimes 
done. And in some cases of guarantee the guarantor 
would necessarily have the information from other 
sources—as, for instance, where a company director 
adds his personal guarantee to the securities held for a 
company’s account. But in the ordinary case where 
nothing is said one way or the other, the banker clearly 
is under no obligation to give the guarantor any informa- 
tion. Indeed, if he did so y without the express or implicit 
assent of the customer, he might be held to have com- 
mitted a breach of the obligation of secrecy. Some 
bankers, however, we are well aware, do give the desired 
information without any communication with the 
customer. Others prefer to be on the safe side and refer 
the guarantor to the customer for such information or 
for his permission to give it. As against this view it 
may be urged with some cogency that the guarantor is 
entitled to know his liability at any time he asks. But 
his liability is fixed to his limit after all, and it is very 
much open to doubt whether he is entitled, without the 
assent of the customer, to be told by the banker the 
precise position of the account from time to time. 

It is refreshing to find occasionally a case where the 
Courts take a reasonable view of the standard of care 
incumbent upon a banker. Sucha one is the recent case 
of Lloyds Bank, Lid., v. Hornby. So far it is only reported 
in the lay press, and (unless it goes to appeal) is unlikely 
to be reported in the official law reports. Yet to the 
practising banker it is of considerable interest as involving 
a very common form of transaction. Our readers, like 
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ourselves, may have omitted to notice the case at the 
time, as it was very inadequately reported. It should 
be rescued from comparative obscurity, and is well 
worth comment. The defendant, who was a farmer, had 
had some negotiations with a Mr. F. Kirkley regarding 
the formation of a company to be called “‘ Fresh Products, 
Ltd.,"’ and drew a cheque for £250 in Mr. Kirkley’s 
favour on Barclays Bank, Newport (Salop). It was 
drawn in favour of “ F. Kirkley (Fresh Products, Ltd.)”’ 
and was crossed “‘ Account payee.”’ Mr. Kirkley’s wife 
had an account at the plaintiff bank (Lloyds), and when 
Mr. Kirkley presented the cheque for payment into his 
wife’s account, Lloyds not unnaturally refused to collect 
it for Mrs. Kirkley’s account, whereupon Mr. Kirkley 
said he would obtain another cheque from Mr. Hornby. 
The next day he presented a second cheque drawn by 
Mr. Hornby, the defendant, but with the name of the 
company omitted. After inquiries made at Barclays 
Bank, the defendant bank thereupon opened an account 
in Mr. Kirkley’s own name, Mr. Kirkley stating that the 
cheque was not in payment of shares but was a payment 
towards the costs of forming a company. Thereupon 
Lloyds allowed Mr. Kirkley to draw on the cheque 
before clearance to the extent of £100. It would seem, 
however, that on attempted collection the plaintiffs’ 
bankers refused payment of the cheque on the ground 
that the defendant had stopped payment of it. It 
transpired that the defendant had stopped payment of 
his second cheque so soon as he had learned that 
Mr. Kirkley had attempted to cash the first cheque. 
His ground for so doing was that, as he alleged, 
Mr. Kirkley had agreed with him not to cash the cheque 
until after a meeting of persons interested in the formation 
of the proposed “‘ Fresh Products, Ltd.’’ Lloyds Bank, 
of course, knew nothing of this, and had opened the 
new account with Kirkley with the second cheque for 
£250 drawn simply to himself, which apparently was 
quite in order. 

In this state of affairs Lloyds Bank claimed to be 
holders for value of the cheque to the extent of {100 
which they had allowed Kirkley to draw upon it before 
attempted clearance, and they sued Hornby for that 
f100. If cheques are to be cheques and treated as such 
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and as negotiable, it is difficult to see why the bank 
should have borne the loss. On the report that we 
have seen, it would seem there was nothing to affect 
the bank with notice of any defect of title to the cheque 
or of any conditional delivery of the instrument such 
as the defendant, Mr. Hornby, alleged. What, then, 
was the defence set up? It was based on section 82 
of the Bills of Exchange Act and the Amendment Act 
of 1906. Counsel for the defendant first argued that 
the bank did not receive it “‘ for a customer,’’ and that 
Kirkley never had a real account nor became a customer, 
and that being marked “ account payee ’’ Lloyds Bank 
could not properly take the cheque. On this point 
Mr. Justice Branson held that Kirkley was a customer. 
The bank opened an account with him and allowed him 
to draw against the cheque and, as the learned judge 
held, ‘‘ there could be no doubt that there was an arrange- 
ment that he could draw cheques against the balance of 
f150," and had the cheque not been stopped might 
perhaps have done so. Secondly, it was said that the 
bank negligently collected the cheque because they 
allowed Kirkley to become a customer without making 
inquiries about him. ‘The bank manager did not 
know enough about him to take him as a customer.” 
But, said the judge: ‘‘ Was he under a duty to anyone 
but the bank to make inquiries?’ The answer was 
“Yes—under a duty to the true owner of the cheque.”’ 
Here we have an echo of the familiar cases in which the 
failure to make inquiries on opening an account is 
connected with the first or second cheque paid in, and 
where the circumstances of the case ought to have put 
the bank manager on inquiry. There are and always 
will be such cases. But this has been held not to be 
one of them. It is quite bad law to say that without 
some circumstances to put a manager on inquiry, it is, 
as regards third parties, his duty to make any inquiry 
at all. 

In point of fact, as the judge pointed out, even had 
there been any suspicion about the attempt of Kirkley 
to cash the first cheque, it would have been allayed by 
the readiness with which he obtained the second cheque 
from Mr. Hornby, which cheque on its face was quite 
unobjectionable and free from any suspicion. Mr. Justice 
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Branson said: ‘“‘ It seems to me that, the bank having 
kept an account for a married woman who was a 
respectable and responsible person, it cannot be said 
that they have been guilty of negligence in opening an 
account for her husband without making inquiries as 
to his financial responsibility. To lay down any such 
rule would be to make it impossible for half the people 
in the country to open banking accounts.’’ Thus the 
judge acquitted the bank of any negligence at all, if 
the case depended on the protection of section 82 alone. 
But it did not. The bank did not require the protection 
of section 82. The judge held (surely, rightly) that they 
were holders of value for the cheque and without notice 
of anything that prevented them from claiming upon it 
the amount they had actually advanced on its security. 
Even had there been any negligence on their part, it 
did not affect their position as holders in due course. 
Mr. Justice Branson therefore gave his judgment in 
favour of the bank. 

A final word on the decision is rendered desirable 
owing to one contemporaneous comment upon it which 
reminds us of a singular sentence to be found in the 
judgment of Lord Justice Scrutton in the recent case of 
Slingsby v. The District Bank, where, dealing with the 
previous action of the same plaintiffs against the 
Westminster Bank, the Lord Justice is reported to have 
said: ‘‘ The Westminster Bank were negligent, and 
were therefore (sic /) not holders in due course, even 
though they allowed their customers to draw against 
the cheque before it was cleared.’’ This may or may 
not be an inaccurate report, but it is certainly not 
accurate law. Negligence in itself is no bar to a holder 
being a holder in due course. Good faith is necessary, 
and it is true that one can conceive of such crass 
negligence as would amount to bad faith. The only other 
way in which “ negligence ’’ can ever be said to be 
material to the issue of holder in due course is not in 
the act of negligence itself, but in the facts from which 
it is inferred. There may be cases in which the facts 
that establish negligence might also be used as con- 
stituting notice of some defect in title. Such a state of 
facts has been noted in several judgments—among them 
Stewart & Co., Ltd. v. Westminster Bank, and Underwood 
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v. Barclays Bank, Ltd. But if a cheque (not overdue) 
be taken for value in good faith and without notice of 
defect in title, any ancillary negligence as regards other 
issues is not material. 


Appointments and Ketirements 


National Provincial Bank 

The City has learned with regret of the retirement, 
owing to ill-health, of Sir Harry Goschen from the 
chairmanship of the National Provincial Bank. Sir 
Harry was taken ill earlier in the year, but it had been 
hoped that after a complete rest he would have been 
able to have resumed his duties. He has now been forced 
to decide otherwise, and his retirement marks the first 
breach in the group of chairmen of the “ big five ’’ since 
Mr. Tennant’s resignation of the chairmanship of the 
Westminster Bank at the end of 1930. 

Sir Harry Goschen was born in 1865 and, after leaving 
Eton, spent two years in Germany studying banking 
conditions. On his return he joined the banking firm 
of Fruhling and Goschens, which later became the 
present well-known house of Goschens and Cunliffe. 
His activities brought him into close contact with foreign 
banking, and he spent a considerable time abroad. 
Eventually he succeeded to a partnership in the firm. 

Sir Harry Goschen joined the board of the old National 
Provincial Bank of England in Igor, and retained his 
seat through the war-time amalgamations which ended 
in the formation of the present National Provincial 
Bank. Until comparatively recent years this bank, 
alone among the “big five,” did not appoint a per- 
manent chairman, and it will be recalled that from time 
to time the late Lord Inchcape and Sir Felix Schuster 
presided at the annual meetings. To Sir Harry Goschen 
fell the honour of being elected the first permanent 
chairman of the bank. 

Sir Harry has performed his full share of the public 
services that form part of the duty of a leading banker. 
InJ1918 he was a member of the Committee on Currency 
and Foreign Exchanges and also of the Gold Production 
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Committee. In the same year he also served as Chairman 
of the Housing Finance Advisory Committee. During the 
current year he has been Chairman of the Bankers’ Clearing 
House and President of the British Bankers’ Association. 
He is also Chairman of the Agricultural Mortgage Cor- 
poration, and is on the boards of the Atlas Assurance 
Company, the Chartered Bank of India, Australia and 
China, and Lloyds and National Provincial Foreign Bank. 

Sir Harry Goschen is succeeded by Mr. Colin F. 
Campbell, who is Deputy-Chairman of the bank and 
who has been acting as Chairman during Sir Harry’s 
recent illness. Mr. Campbell was born in 1866, and has 
had a long banking and commercial experience, especially 
with the Far East. He is Chairman of Forbes, Forbes 
Campbell and Co., East India Merchants, and also of 
Alexanders Discount Company, British Combined In- 
vestors Trust and the Telegraph Construction and 
Maintenance Company. His other directorships include 
those of the Chartered Bank of India, Australia and 
China, Messrs. Coutts and Co., Lloyds and National 
Provincial Foreign Bank, the P. and O. Banking Corpora- 
tion and London Assurance. He resigned his position 
as Chairman of the last body last March when he became 
Acting-Chairman of the National Provincial Bank. 

This mere recital of Mr. Campbell’s activities shows 
that he is well equipped upon all sides to follow in Sir 
Harry Goschen’s footsteps, for in many respects they 
have recently had common interests. Mr. Campbell 
has also been endowed by his past history with ample 
experience of both the commercial and the financial side 
of banking, and so will bring to his new post an unusual 
breadth of vision. It is one of the strongest features of 
the British banking system that whenever an important 
post falls vacant, the tradition of our banks has ensured 
that a successor is waiting to fill it, and while all will 
regret Sir Harry Goschen’s retirement, the City can 
rest assured that the conduct of one of its leading banks 
will remain in strong and capable hands. 


The National Bank 

Mr. Michael James Babington Smith has been co-opted 
to a seat upon the Board of the National Bank Limited, 
in place of the late Mr. J. B. Meers, C.B. 
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Royal Bank of Scotland 

Sir Alexander Kemp Wright’s successor as general 
manager is Mr. William Whyte, who for the past four years 
has been associated with him in his capacity as deputy 
general manager. Mr. Whyte was born in 1882 and began 
his banking career with the Royal Bank at Kinross. 
Later he was for many years in London, becoming joint 
accountant of the London branch in 1918, joint manager 
in 1921 and sole manager in 1924. He became deputy 
general manager at head office in Edinburgh in 1929. 


Williams Deacon’s Bank 

The Directors of Williams Deacon’s Bank Limited 
have elected Mr. William Whyte of Edinburgh to a seat 
on the Board of the Bank, to fill the vacancy created by 
the death of Sir Alexander Kemp Wright. 


Obituary 
Sir Alexander Kemp Wright 


In the sudden death of Sir Alexander Kemp Wright, 
K.B.E., D.L., LL.D., general manager of the Royal 
Bank of Scotland, a notable figure has passed from 
the roll of Scottish bankers. A native of Methven, 
Sir Alexander Wright entered the service of the Royal 
Bank of Scotland at the Perth branch some sixty years 
ago. At the close of his apprenticeship he was transferred 
to the head office in Edinburgh, where he passed through 
the interesting and instructive period which followed 
upon the failure of the City of Glasgow Bank and the 
temporary stoppage of the old Caledonian Bank. About 
the same time he attended classes in Law and Economics 
at the University of Edinburgh, and in due course 
qualified as a solicitor. His advancement in the bank 
was rapid, and in sequence of years he filled the offices 
of inspector, head of the law department, superintendent 
of branches, and secretary. He succeeded Mr. Adam 
Tait as general manager in 1917, and was made a director 
in 1929. 

Many important developments took place during 
Sir Alexander’s term as general manager of the Royal 
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Bank. In 1924 his institution acquired the business of 
Messrs. Drummond at Charing Cross, one of the few 
remaining private banks in London. Six years later 
it acquired the share capital of Williams Deacon’s Bank, 
and at the same time took over the western branch of 
the Bank of England. In addition to his directorship 
in the Royal Bank, Sir Alexander was also a director of 
the P. & O. Banking Corporation, and had a seat on 
the local board of Drummonds’ and also on that of 
Williams Deacon’s Bank. In Edinburgh he was a 
director of the Scottish Equitable Life Assurance Society. 
Sir Alexander had a high sense of public duty, 
and was prominent in many departments of civic life. 
In his capacity as chairman, he rendered much notable 
service to the National Savings movement in Scotland, 
and during his term of office as director, and latterly 
as chairman, of the Edinburgh Chamber of Commerce, 
he spared himself no effort in the direction of high 
efficiency. He took a keen practical interest in educational 
work, and was among the pioneers in the establishment 
of the Degree in Commerce at Edinburgh University. 
He held office as President of the Institute of Bankers 
in Scotland from 1g2r to 1924 and served on two 
Treasury Committees—the Montagu Committee in 1923, 
and the Lubbock Committee in 1925. He received a 
knighthood in 1923 in recognition of public service. 
He was already a Deputy Lieutenant of the County of 
the City of Edinburgh, and in 1931 the University 
honoured him with its LL.D. degree. 


Mr. Bernhard A. Duis 

Mr. Bernhard A. Duis, Vice-President of the National 
City Bank of New York, died at his New York home on 
October 18. Born in Emden, Germany, he spent the 
early part of his business life in Europe, mainly in London. 
In 1go1 he entered the Foreign Exchange Department 
of the National City Bank. Two years later he became 
assistant manager of the Foreign department of the 
International Banking Corporation, later becoming 
manager. When this was taken over by the National 
City Bank he became manager of the bank’s foreign 
exchange operations, being elected Vice-President in 
1920 and resigning in 1927 in order to travel. On his 
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return in 1931 he was again elected Vice-President, and 
has been in active charge of the foreign exchange 
operations of the bank since that date. 


Mr. Charles Hamilton Sabin 


Mr. Charles Hamilton Sabin, who had been chairman 
of the Guaranty Trust Company of New York since 
1921, has recently died at the age of 64. In 1889 he 
began his career as a clerk at Albany, the capital of 
New York State. In 1898 he became cashier of the 
Albany City National Bank; in 1902 he was made vice- 
president of the National Commercial Bank, and in 
1907 became president of the Copper Bank of New York. 
For a few months in 1910 he was vice-president of the 
Mechanics and Metals National Bank, and then he 
became connected with the Guaranty Trust Company of 
New York, of which he was vice-president until 1915, 
when he was made president, and in 1921 he became 
chairman, which position he retained until his death. 


American Banking 
By a Correspondent 


HE National Recovery drive reached a climax 
early in September, and during the remainder of 
that month and the early part of October showed 
definite signs of slowing down. Small business men, 
face to face with the difficulties of adjusting their busi- 
nesses to the higher costs made necessary by the codes, 
and consumers, confronted with sharply higher retail 
prices, began to adopt a much more critical attitude. 
In the meanwhile strikes began to flare up with increasing 
seriousness all over the country. 

In the face of this situation the agitation over the 
monetary question broke out with new force. The 
inflationist group, which has been waiting for the break- 
down of the National Recovery Administration to press 
its demands for currency devaluation, came forward to 
insist that nothing but a huge issue of greenbacks would 
save the day. The sound money men, who had been 
overawed by the successes of the Administration’s 
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unorthodox stratagems, began to pick up courage and 
demand a return to “ sound fundamentals.’’ Between 
two fires, the Administration gave distinct signs of 
wavering. Intimations began to come out of Washing- 
ton, strongly reminiscent of the Hoover era, presaging 
at any moment some new and miraculous policy—but 
none appeared. 

At this uncertain juncture signs began to appear of a 
rapprochement between the Administration and Wall 
Street. Although the President has not shown his hand, 
he is giving increasing attention to the counsels of the 
sound money men. Under the leadership of Mr. George L. 
Harrison, Governor of the Federal Reserve Bank of 
New York, and with the support of Mr. Woodin, the 
Secretary of the Treasury, the bankers have brought 
forward a definite programme for immediate stabilization 
of the dollar. 

The programme represents a decided compromise. 
It calls for the acceptance of the present gold value of the 
dollar, namely, 65 per cent. of parity, and the stabilization 
of the currency through a 35 per cent. reduction in the 
gold content of the dollar. In conjunction with this 
stabilization there is to be a firm pledge on the part of 
the Government to eschew all issuance of greenbacks. 
In other words, the sound money men are willing to 
accept the degree of depreciation already achieved as the 
price of a pledge of no further inflation of the currency. 
To make this stabilization effective they advocate an 
agreement with Great Britain to peg the dollar-sterling 
rate. 

Recognizing that the immediate effects of such a 
programme might be deflationary, they propose that the 
profits accruing from the revaluing of the monetary gold 
stocks of the country (in excess of $2,000,000,000) 
should be used to finance either a public works programme 
or subsidies to the railroads and other industries for 
capital goods expenditures. 

In conjunction with stabilization the bankers and 
Federal Reserve and Treasury officials are urging upon 
the President the need for the revision of the Truth in 
Securities Bill in order to permit the reopening of the 
capital markets without which, they contend, there can 
be no revival in the capital goods industries. Without 
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revival in the capital goods industries the recovery 
programme cannot succeed. 

Those who have discussed this project with the 
President express strong hopes that it will be adopted. 
They recognize, however, that Mr. Roosevelt has a 
remarkable faculty for giving his interviewers the impres- 
sion that he heartily agrees with them when in fact he 
may not. For this reason there is a good deal of restraint 
being put upon the hopes of the orthodox. 

The sound money group is relying heavily upon one 
factor to support its cause. This is the certainty that 
unless something is done to clarify the monetary situation 
before Congress re-convenes in January the President 
will have on his hands a belligerent inflationist party 
within the Congress which will attempt to take the 
monetary question out of his hands, where they placed 
it last spring, and put into execution some one of the 
many inflationary schemes that have been advanced. 

Apart from the monetary question, the Wall Street 
bankers have had reason to pluck up some of their 
courage. After his threatening address to the American 
Bankers’ Association in Chicago early in September, Mr. 
Jesse H. Jones, the chairman of the Reconstruction 
Finance Corporation, descended upon New York, prepared 
to take orders for preferred stock in the big New York 
banks. He soon discovered, however, that the New York 
bankers, feeling their backs to the wall, were ready to 
fight. Now it is very important to the Administration 
to get the New York banks to back up the Reconstruction 
Finance Corporation’s plan for pumping new capital 
into the banking system. President Roosevelt, upon 
being informed that some 3,000 banks might have to be 
‘“‘ chloroformed ”’ before the deposit insurance scheme of 
the Banking Act of 1933 went into effect, rapidly decided 
that such a collapse would put a finish to the recovery 
programme and issued orders that the Reconstruction 
Finance Corporation should pour enough new capital 
into the weak banks to enable them to qualify for the 
insurance fund. 

It was found, however, that despite their weakness, 
banks throughout the country were reluctant to sell 
preferred stock to the Reconstruction Finance Corpora- 
tion. They argued, on the basis of experience with 
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Reconstruction Finance Corporation loans, that such 
sales would at once be construed as confessions of 
weakness and would precipitate runs, and that rather 
than invite trouble they had better take their chance 
of continuing to operate outside the fund. 

It was agreed on all sides that if the big New York 
banks which obviously did not need the additional 
capital would ‘“‘ show the way” by themselves selling 
preferred stock to the Reconstruction Finance Corpora- 
tion, the smaller banks could follow with impunity. 
In all this apparently petty jockeying there was an 
additional element—fear that the Government might 
seek to control those banks in which it purchased 
stock. Mr. Jones discovered that he had somewhat 
overplayed his hand in his belligerent threats that the 
Government would take over the banks if the bankers 
did not do as they were told. 

After some discussion the New York bankers laid 
down their terms. The President was to ‘‘ appeal”’ to 
them to increase their capital through the Reconstruction 
Finance Corporation as a patriotic duty and to give 
public assurance that the Government did not intend to 
try to control the banks through purchases of their 
preferred stock. This was done and, in addition, the rate 
of interest, originally fixed at 5 per cent., was modified 
by provision for a rebate of I per cent. if the securities 
were retired within three years. In addition, it appears 
that some assurances were given to the effect that a 
modification of the deposit insurance features of the 
Banking Act of 1933 might be obtained if Congress were 
willing. 

On this basis the heads of the New York Clearing 
House banks have agreed to recommend to their respec- 
tive boards of directors the sale, not of preferred stock, 
but of capital notes. It is expected that most of these 
capital notes will be placed privately at a rate lower than 
that called for by the Reconstruction Finance Corpora- 
tion, but there will be no indication whether the notes 
have been sold to the Government or to the public, and 
the Reconstruction Finance Corporation will be able to 
announce that the New York banks have fallen in with 
its plan and to call upon other banks of the country to 
do likewise. The scheme has not yet been passed by 
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the directorates of the various banks, but it appears 
likely to go through within a short time. 

The whole affair has some curiously childish aspects, 
but it has proved quite a tonic to the New York bankers. 
For the first time since President Roosevelt’s inaugural 
address they have found themselves appealed to instead 
of threatened and denounced. Many of them are begin- 
ning to pluck up courage with respect to the deposit 
insurance plan. There is open talk of a “ bankers’ 
strike ’’ if the plan proves too injurious. 

Realizing apparently from their experience in the 
preferred stock matter that the Roosevelt Administration 
has passed the point where even it could wage open 
warfare with the Wall Street banks, the bankers have 
bethought themselves that if the worst comes to the 
worst under the deposit insurance scheme they can 
simply refuse to pay the tribute levied upon them and 
tell the Government to close them up. The prospect is 
not very cheering, but it seems to afford the bankers 
some comfort. 

Hand in hand with this slight stiffening of the banking 
backbone there is developing quietly a movement within 
the ranks of the bankers themselves to reform the banking 
system. Leaders in the field have at length begun to 
realize that fundamental changes are needed and that 
unless the bankers themselves are prepared to offer a 
programme they may expect further tinkering on the 
part of Congress at the next session, with possibly worse 
results than the Banking Act of 1933. 

Opinion is crystallizing upon the need for a unified 
system operating through branch offices, for higher 
standards of supervision and more stringent capital 
requirements. The Association of Reserve City Bankers, 
a group of the executives of about 150 large city banks, 
scattered throughout the country, is engaged in extensive 
research on the subject and is expected shortly to bring 
forth a programme embodying these principles. Such a 
programme could be realized, of course, only very slowly 
and against strenuous opposition, but if ever it is to be 
attempted now is the time. 

The Federal Reserve banks have continued their 
weekly purchases of Government securities at the rate of 
about $35,000,000 a week with the result that excess 
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reserves of member banks of the system have been 
increased to $800,000,000. Beyond piling up a surplus 
of unusable funds in the banks, however, the open market 
operations have had no success. With the capital market 
frozen as a result of the restrictions imposed by the 
Securities Bill and with the demand for legitimate com- 
mercial bank credit extremely small, no outlet for the 
funds has appeared. The Administration continues to 
study ways of securing credit expansion and gives 
indications of redoubling its efforts to get public works 
operations going. 


French Banking 


By a Correspondent 


HE mentality of the French public changes some- 
times with a disconcerting rapidity. Barely six 
months ago, strong uneasiness prevailed in France. 
The budgetary deficit and the depletion of the Treasury’s 
cash resources were causing grave apprehension. The 
public was afraid of the return of inflation. The Treasury 
found it, in tact, most difficult to cover its requirements, 
and in April last it had to apply to London for funds 
which it was unable to raise in Paris. As will be 
remembered, it obtained from a British banking group 
an advance of £30 millions for six months. It was 
thanks to this credit that there was no need to fall 
back upon the Bank of France. 

On the occasion of the London Conference, the 
French Government publicly stated its monetary policy. 
It declared its intention of maintaining the franc at par 
and rejected every suggestion of changing its value. 
This was a declaration of principle which was of 
significance, but which did not modify the budgetary 
situation. The deficit continued to exist, and the 
danger of inflation was not removed. The declaration 
provoked, nevertheless, a fresh influx of funds to France, 
and also resulted in an improvement of the monetary 
situation, which enabled the Government to place larger 
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amounts of Treasury bills. Furthermore, the Govern- 
ment’s attitude in London enabled it to issue a long-term 
loan. The Treasury was not only able to cover its 
current requirements of funds, but also to repay half the 
British credit. 

This return of confidence made itself felt in the money 
market. In July, August, and September, money rates 
tended to decline. 

At the end of June the market rate of discount was 
1? per cent. By the end of July it was down to 18 per 
cent. and continued to decline to 1; per cent. in August 
and to 13 per cent. in September. Other interest rates, 
especially the rates for loans on Bons de la Défense 
Nationale, showed similar declines. It is only the day-to- 
day money rate that became firmer, but its rise was 
without significance, owing to the narrowness of the 
market. 

The improvement of money market conditions was 
not due exclusively to the influx of foreign funds, but 
was also due to a diminution of hoarding. Since July, 
part of the hoarded notes, estimated at 25 milliard francs 
(about £320 millions) have returned into circulation and 
have been invested in Government securities. The 
result was an increase of notes actually in circulation, 
without any change in the note issue. 

It remains to be seen whether hoarding will decline 
further. The situation of the Treasury is more favourable 
to-day than it has been for some time. At the end of 
September, the Treasury’s deposit with the Bank of 
France was nearly 1,500 million francs. 


End of Endof End of 
July, August, Sept., 
1933 1933 1933 


ra ae pe 
Market rate of discount ‘ a - 1 tt 1 
Day-to-day money .. es + 00 Ilys 1} 
Loans on Bons de la Défense Nationale : 

Market rate for I month .. ie a 1 fs 1} 

Market rate for 3 months - i 2 24 lt 
Rates on loans on securities :— 

On the Parquet .. a o ~~ I ; 


On the Coulisse_.. -" wi o 4} 44 
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Endof Endof  Endof 
July, August, Sept., 
1933 1933 1933 





ASSETS. (Millions of francs) 
Gold reserve ‘a .. 81,976 82,227 82,095 
Foreign exchange reserve e (total) Ke 3,746 2,423 2,402 
Sight .. i Kia - soe 2,572 1,291 1,287 
Time... , 7 es i 1,174 1,132 1,116 
Discounts (total) re ne = 3,690 3,350 3,705 
Bills on France Ba Ba 3,401 3,127 3,475 
Bills on foreign countries. as 229 229 230 
Advances on bullion re x ats 1,310 1,353 1,405 
Advances on securities .. : cs 2,661 2,088 2,765 
Bonds of the Caisse Autonome si 6,463 6,417 6,393 
LIABILITIES. 
Note circulation .. .. 82,853 81,143 82,994 
Current and de ae accounts (total) -. 22,019 22,433 20,927 
Of which— 

Treasury ‘ oF ah a 742 770 1,493 
Caisse Autonome -- “e ‘* 2,010 2,005 2,193 
Private accounts ny te .. 18,982 19,454 17,009 
Sundries ‘ ou ki 285 204 233 
Total of sight liz tbilities . . ‘a .. 104,872 103, 575 103,922 
Percentage of gold cover me .» J8°317% 79°39% 79% 


Since July the credit balance of the Treasury with the 
Bank of France has nearly doubled. To appreciate the 
significance of its rise, it is sufficient to recall that in 
February the Treasury’s balances declined to as low as 
11 million francs. In reality, the improvement was more 
considerable. It is known that the Treasury has hidden 
reserves, such as balances with commercial banks or semi- 
official institutions which do not publish returns. The 
amount of its liquid resources is therefore well above the 
figure published by the Bank of France. It is possible 
that in October and November the situation will continue 
to improve. The issue of national lottery bonds has been 
very successful, and has yielded to the Treasury a 
substantial surplus, for the Treasury share in each tranche 
of 200 millions is 80 millions. The Government of Algiers 
is also going to issue a loan. As its proceeds will be used 
for the repayment of advances made by the French 
Government it will add further to the Treasury’s reserves. 

As the improvement of the Treasury’s position 
removes, or at any rate delays, any form of inflationary 
financing, it may restore confidence and so cause a further 
diminution of hoarding. The Government is doing its 
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best to restore confidence by emphatically condemning 
inflation. The Finance Minister, M. Georges Bonnet, 
declared recently that the feeling of the public is one of 
determined hostility to inflation. “I heard on Sunday 
last inflation being condemned both by a meeting of 
ex-service men and by a meeting of farmers. It gave me 
much pleasure, for inflation is a policy to which the 
Government has always been opposed.” 

It is necessary, however, to take into consideration the 
budgetary debates which will shortly take place.* Will 
the measures for balancing the budget be voted? Will the 
Government’s measures not meet with strong opposition ? 
It is not unlikely that the debates will cause uneasiness 
in the mind of the public, and that hoarding may 
increase. The prospects of the money market are 
therefore uncertain. The mentality of the public changes 
with such suddenness that it is impossible to make 
forecasts. 

The influx of foreign funds to France is a generally 
recognized fact. In his above quoted speech, M. Bonnet 
states that during the past month large foreign funds 
took refuge in France. The figures of the gold and foreign 
exchange reserve of the Bank of France do not, however, 
disclose any noteworthy improvement. 


(In millions of francs) 


Foreign 

1933 Gold exchange Total 
End of April a pe . 80,866 3,594 84,460 
May Bs oe .. 80,951 ,,645 84,596 

June a .. 81,242 3,758 &5,000 

July ae .. 81,976 3,746 $5,722 

August - .. 62,227 2,423 84,650 
September .. - .. 82,095 2,402 84,497 


From April to July, the reserves of the Bank of France 
increased from 84,400 million francs to 85,722 million 
francs, an increase of 1,262 millions. Between July and 
September, however, they declined from 85,722 millions 
to 84,497 millions, by 1,225 millions. Thus, between April 
and September the reserves remained practically un- 
changed. And yet, in April the Treasury borrowed £30 
millions from a British banking group, and the sale of 








. Since the re eipt ‘of our Corresponde nt’s report, M. Daladier’s 
Government was defeated on its budget proposals, and promptly resigned. 
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sterling resulted in about 2,550 million francs. Of this, at 
the end of September, 1,275 millions were outstanding. 
Allowing for this debt, the reserves of the Bank of France 
have actually declined since last spring. 

How is it that the influx of foreign funds has failed 
to increase the reserves? Some authorities believe that 
it is because of the deficit in the trade balance. During 
the first eight months of 1933, the import surplus was 
7,600 million francs, an increase of 600 millions against 
the corresponding period of 1932. At the same time, the 
expenditure of foreign tourists was considerably less in 
1933 than in the previous year. It is therefore probable 
that the balance of payments shows a deficit, but it is 
unlikely that this deficit is large enough to offset the 
influx of capital. 

During the last few months, private gold hoardings 
in France have increased considerably. Various com- 
panies have established a gold reserve of their own by 
withdrawing gold from the Bank of France. This is 
one of the reasons why the gold reserve did not increase 
in spite of the influx of foreign funds. A number of 
banks, large and small, have also considered it advisable 
to constitute a gold stock, either by withdrawals from the 
Bank of France or through buying the gold imported 
from abroad. The amount of these private gold reserves 
is not known, but is believed to be considerable. The 
question is whether they will ever serve for the defence 
of the franc. If so, the technical position of the franc 
is even stronger that it appears from the returns of the 
Bank of France. 

As far as the private reserves of holders other than 
banks are concerned, they are not immediately available 
for the defence of the franc, but the gold held by the 
banks occupies a different position. In case of an 
outflow of capital, the cash supply of the banks would 
decline, and by pursuing a strict credit policy the Bank 
of France could force them to surrender their gold 
stocks. 

There is no reason, therefore, to be uneasy about 
the apparent decline of the gold reserve of the Bank of 
France. Whatever might happen, France is in a position 
to face an outflow of foreign funds, and the trade deficit 
is not sufficiently large to endanger the stability of the 
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exchange. France is all the more in a position to meet 
withdrawals as foreign balances lodged in Paris are not 
as large as it is assumed. Last year they were estimated 
at between 15 and 20 milliard francs, but at present 
they are not believed to amount to more than ro milliards. 
The Bank of France is easily able to stand a loss of gold 
of this magnitude, for at present its gold reserve amounts 
to 82 milliards, and the complete repatriation of foreign 
funds lodged in Paris would still leave 72 milliards. 
As its sight liabilities would drop from 104 milliards to 
94 milliards, the percentage of the gold cover would 
still be, at 77 per cent., sufficiently high to allay 
apprehensions, even if we do not allow for the private 
gold reserves. 

The stability of the franc will thus not be endangered 
through the withdrawal of foreign funds. The more 
immediate danger is lest the difficulties and delays ex- 
perienced in balancing the budget may stimulate an 
outflow of French funds. 


German Banking 
By a Correspondent 
‘Ts Reichsbank has decided upon a measure which 


is viewed unanimously with favour in Germany. 

It will initiate an open market policy, on the 
pattern of the United States. The statutes of the Reichs- 
bank, established by the Dawes Plan in 1924 and left 
unchanged by the Young Plan in this respect, prevented 
the Reichsbank from buying Government or any other 
securities. It was permitted to grant short-term credits 
against securities, but these credits were not allowed 
to be used as a basis for the note issue, and had to be 
dearer than rediscount credits. These provisions pre- 
vented lending against securities on a large scale. As the 
Lausanne Agreement has not yet become operative, the 
Reichsbank could only alter its statutes if the Bank for 
International Settlements had no objection to it. The 
board meeting of that bank recently took note of the 
proposed change, and the Reichsbank summoned a 
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shareholders’ meeting for the end of October, to pass the 
resolution for the change of the statutes. This will give 
the Reichsbank wide powers for the purchase of fixed 
interest-bearing securities, of all kinds, and will enable it 
to include credits on securities in its note cover. 

It is the state of Government finance and of trade 
that has made this alteration necessary. The attempts 
to bring about a trade recovery by means of public works 
began last year, before Herr Hitler assumed power. 
During the last eighteen months the Reich have spent 
over I milliard marks, and projected the expenditure 
of a further 3 milliards on road building, housing, land 
improvement, canal construction, etc. The contracts 
are being financed with the aid of short-term bills, subject 
to renewal for several years, and which can be used for 
payment of taxation between 1935 and 1939. The bills 
have so far been placed with the private banks and in the 
money market, and a small part of them has already been 
taken up by the Reichsbank. The burden that will fall 
on the shoulders of the Reich from 1935 onwards, when 
the bills will be used for the payment of taxes, is not 
considered excessive by the Government. It is reckoned 
that, through the anticipated trade recovery, there will 
be during those years an increased revenue from taxation 
and a decline of une mployment relief expenditure. For 
this reason, no difficulty is anticipated through the 
redemption of bills. It is, however, necessary to make 
further expenditure on public works. The expenses of 
these additional works cannot be borne by the budgets 
of early years, and have to be financed by long-term 
loans. 

Since the summer of 1931 there have been no substan- 
tial new issues floated in Germany. It is true that the 
money market has improved materially since the summer 
of 1932. Fine bank bills are taken at 3% per cent., day- 
to-day money at 44 to 5 per cent., monthly loans at 5 to 6 
per cent., and public works bills, as well as good commer- 
cial bills, at 44 to 54 per cent. In the market for long- 
term loans, however, the revival was insignificant. The 
repeated forced interventions, such as the general reduc- 
tion of interest rates in December 1931, the reduction 
of land credit interest rates in the autumn of 1932 and 
the spring of 1933, the prohibition of executions, etc., 
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have undermined the confidence of the German nation 
in fixed interest-bearing securities. The average yield on 
first-class public loans and mortgage loans was in the 
middle of September 1933 still as high as 8 per cent., and 
in spite of the low prices of bonds, offerings were con- 
stantly greater than demand. The preliminary condition 
of fresh issues is a sharp rise in the prices of the existing 
loans. 

The Reichsbank will buy during the next few months 
first-class bonds in the Bourse, and will grant loans on 
such securities to a greater extent than it has so far. It 
hopes that it will have to spend relatively moderate 
amounts only—perhaps 100 to 200 million reichsmarks 
for the time being—in order to achieve some result. 
Already the mere announcement of the impending 
open market operations has produced a strong effect. 
The small investors realize that the authorities will look 
after the bond market, and anti-capitalist experiments, 
such as compulsory reduction of interest rates or capital 
levy, will therefore not be applied. Within three weeks 
after the first announcement of the Reichsbank’s inten- 
tions, the average price of Government stocks rose from 
75 to 85 per cent., and the yield dropped from 8 to 7 per 
cent. From the point of view of the Reichsbank, the 
adoption of the open market policy will probably not 
constitute any additional burden, for otherwise it would 
have had to rediscount a larger quantity of public works 
bills. Although it will be long before Germany could 
issue a large long-term loan for public works, Dr. Schacht 
is right in stating that the open market policy constitutes 
no danger for the stability of the reichsmark. 

The growth in the rediscounts of the Reichsbank 
requires some attention. On September 30, 1933, they 
amounted to 3,289 millions against 2,991 millions a year 
earlier. In the course of the past year the Reichsbank 
obtained substantial credit repayments, especially from 
the savings banks whose deposits increased satisfactorily. 
Industry was also more liquid, and was able to repay 
bank debts. Against these reductions in the Reichsbank’s 
bill portfolio must be set its rediscounting of public 
works bills, and the growth in its total rediscounts shows 
that this last has been the dominant factor. 

The Reichsbank is endeavouring to maintain the 
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stability of the reichsmark, and yet at the same time 
to stimulate exports. In this respect, the negotiations 
for dealing in “ scrips’ are of importance. After lengthy 
discussions, a practical step was taken in October, 
although all difficulties have not yet been eliminated. 
The basic idea of the Reichsbank may be summarized 
as follows :— 

Germany is at present not in a position to transfer 
the full interest and sinking funds of her external loans. 
She is paying only as much of her liabilities as is possible 
without endangering her slender gold reserve. At 
present that amounts to only 50 per cent. of most of her 
interest charges. For the unpaid interest the foreign 
creditors will receive non-interest bearing reichsmark 
scrip of the Conversion Office. If a foreign creditor does 
not want immediate payment and trusts that Germany 
will later be in a position to meet her liabilities, he keeps 
his scrip. If he wants immediate payment, he has to 
contribute towards enabling Germany to export more. 
For it is only through exports that Germany can transfer 
funds. The Reichsbank is prepared to buy the scrip at 
a discount of 50 per cent., and will use the profit for the 
financing of such exports as, owing to the depreciation 
of sterling, dollar and other currencies, could not other- 
wise be made. 

The Reichsbank has succeeded in making its line of 
reasoning understood abroad.* There are, however, 
difficulties in consequence of the separate agreement 
concluded between Switzerland and Germany at the 
beginning of October. The Swiss creditors will receive 
for their interest 100 per cent. cash. The Reichsbank 
declares that this arrangement is in accordance with its 
basic principles, for Switzerland is taking additional 
exports for the amount transferred. The Conversion 
office pays German exporters in marks, while the Swiss 
purchasers pay the Swiss creditors in Swiss francs. 
The Reichsbank has declared that it is prepared to con- 
clude similar agreements with other countries, and rejects 
the suggestion that undue preference is given to a certain 
group of creditors. 

Without taking sides in this controversy, the fact is 





* But cf. our own comments on p. 78.—Ep. BANKER. 
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that the Swiss agreement is delaying the application of 
the scrip agreement. It has also given rise to some 
offence among the creditors of other countries. 

The scrip scheme is to serve not only for interest 
payment but also for capital repayment. Foreign 
creditors will be able to obtain repayments on a larger 
scale than before, if they are prepared to take a loss in 
connection with the transfer. Many German debtors 
would like to repay their foreign debts, because the 
position has become more liquid during the depression, 
but repayments have so far been prevented by the 
transfer difficulties. If the debtor concludes an agreement 
with his creditor, he can ask the Conversion Office what 
rate it is prepared to allow for the stimulation of German 
exports. At present the discount on funds paid in for 
capital transfers is calculated at 30 per cent. If a foreign 
creditor of Germany is prepared to take 70,000 reichs- 
marks in foreign currency for the repayment of his claim 
of 100,000 reichsmarks, he may obtain repayment. The 
profit thus obtained will be used for the financing of 
exports through which the transfers become possible. 
Whether such transfers will be made on a large scale will 
depend on the willingness of foreign creditors to take a 


loss of 30 per cent. 


International Banking Review 


HOLLAND 
‘Tt Amsterdam Bankers’ Association has written 


to the Finance Minister protesting against the 
proposed 2 per cent. tax on coupons. It is 
pointed out that the Dutch investment market will be 
adversely affected, and that foreign capital, which 
hitherto has flowed to Amsterdam and has greatly 
helped to establish the city as an important international 
investment centre, will be scared away. Moreover, 
attention is drawn to the fact that a large part of the 
Dutch public debt is held abroad, and although it would 
be possible to exempt foreign holders from the tax, the 
country’s credit would be injured. 
The Nederlandsche Bank reports that it has received 
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from January 13 to August 31 a total amount of 
Rm. 73,278,552 as a result of the clearing arrangement 
with Germany. Of this, Rm. 72,493,195 has been 
realized for imports from Germany, so that a balance of 
Rm. 785,337 remains. The agreement came into force 
on January 10. Under it German importers are obliged 
to make their payments into a special Reichsbank 
account, which can only be disposed of by the Neder- 
landsche Bank, which places the sums received in 
guilders to the credit of the Dutch exporters. With the 
amount of German reichsmarks at its disposal, the 
Nederlandsche Bank pays for the import of German 
goods into Holland. 
POLAND 


For the first time since the restoration of her inde- 
pendence, Poland has issued an internal loan of £4,000,000. 
The applications received amounted to twice that amount, 
and the President issued a decree doubling the amount of 
the loan. The success of the issue is attributed to the 
close co-operation between ail classes and all political 
parties, which have realized the need for maintaining the 
financial stability of the country. 

Poland is certainly among the few countries whose 
standing has improved during the crisis. There was no 
bank crisis in Poland, and the stability of the Zloty has 
been maintained without having to apply any artificial 
measures. It is true that during the earlier stages of the 
crisis Poland received financial support from France, 
but during the last year or so, France has not been any 
longer prepared to give support either to Poland or to 
any other country. Contrary to pessimistic anticipa- 
tions, Poland was nevertheless able to maintain the 
stability of her currency and banking system. 


AUSTRIA 


It is believed that the Vienna house of Rothschild 
will retire altogether from active business and will 
confine itself to the administration of the affairs of the 
family. In addition to the losses caused by the failure 
of the Creditanstalt and the Amstelbank, the partners 
have agreed to surrender to the Austrian Government 
their huge estates in Lower Austria. These sacrifices 
have restored much of the lost prestige of the Vienna 
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house, especially as the liquidation of the Amstelbank 
has produced much better results than had _ been 
anticipated. 

COLOMBIA 


Modifications have been introduced in the form of the 
exchange control in operation in Colombia. The control 
over gold production and foreign exchange transactions 
will continue to be exercised by the Banco de la 
Republica. Only 15 per cent. of foreign drafts will, 
however, be required to be sold to the bank at an 
official rate, which has again been reduced to 113 pesos 
per 100 dollars. The remaining 85 per cent. can be 
negotiated between buyers and sellers without restriction, 
but buyers will require a permit. 


Banking Keviews 
English Reviews. 

HERE is an uneasy feeling, very prevalent among 

the general public, that in some way an expansion 
in the amount of Treasury bills outstanding 
denotes “‘ unsound finance ’’ on the part of the Govern- 
ment. It is the object of an able article entitled “ The 
New Government Issue ’’ which appears in the MIDLAND 
BANK review for September—October, to dispel this 
illusion. The writer commences by commenting favour- 
ably on the fact that the small amount (£150 millions) 
of the recent 2} per cent. Conversion issue may be taken 
to imply that there is no immediate intention of proceed- 
ing to fund any large part of the floating debt. The 
growth in the amount of Treasury bills outstanding : 
from £630,345,000 in September 1927, to £987,780,000 
in September 1933, is then traced, but the writer suggests 
that we may assume that the “ active part,’ maturing 
within three months, does not now amount to much more 
than {600 millions. The increase from 1928 to 1929 was 
largely a change-over from “‘ ways and means advances ”’ 
to Treasury bills, i.e. from one kind of floating debt to 
another. More than half of the big increase between 1931 
and 1932 was due to the establishment of the Exchange 
Equalisation Account, and, though Treasury bills may 
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be sold to provide funds for the purchase of foreign 
exchange and gold, yet when the account is wound up 
and the assets disposed of, funds will be provided for the 
immediate repayment of the Treasury bills. Thus there 
is no need to fear that the increase in the amount out- 
standing denotes unsound finance or “ inflation ’”’; it is 
largely a matter of accountancy. 

The remainder of the article, which is well worth 
perusal, is concerned with showing that, under existing 
circumstances, no advantage would accompany the 
funding of any considerable portion of the floating debt; 
rather it would throw an additional burden upon the 
national exchequer at the present time, and future savings 
would be extremely problematical. Moreover, almost 
the whole of the reduction in the volume of Treasury 
bills resulting from a funding operation would take effect 
on that portion of the bills which is held by the banks; 
the banks would have to raise their cash ratios, and “‘ the 
necessity of raising cash ratios because of diminution of 
bill holdings would inevitably operate in the direction of 
deflation of a kind which would be disastrous.”’ 

‘Empire Trade and the Future ”’ is the title of an 
article which appears in the October number of LLoyps 
BANK review, from the pen of Mr. H. V. Hodson, who is 
somewhat pessimistic concerning the benefits which we 
have derived from the Ottawa agreements. He suggests 
that the Ottawa agreements, while not directly injuring 
our Imperial trade, have accelerated the decline of our 
foreign trade and must be counted as part of the gradual 
damming of world trade through measures of economic 
nationalism. Also, they deprived us of a certain liberty 
and flexibility in tariff negotiations with foreign countries, 
which might prove valuable and which have to be weighed 
against the concrete advantages gained. Finally, he 
points out that “we must beware lest we pursue a 
delusive Imperial autarchy without first diminishing 
economic nationalism within the borders of the Empire.”’ 

In the same review Mr. Norman Crump examines the 
motive behind the agreement of ‘“‘ The European Gold 
Bloc,” France, Italy, Belgium, Holland, Switzerland and 
Poland to adhere to the gold standard. He believes that 
it is mainly fear of inflation and, to a lesser extent, the 
fear of a further loss of financial prestige. He considers 
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that Germany constitutes a possible danger to the con- 
tinuation of the gold bloc as there are signs that she is 
‘creeping ”’ unnoticed off the gold standard and, if this 
happens, her industrial competition will become a very 
serious matter, especially for the gold countries. Assum- 
ing that sterling is undervalued vis-a-vis the gold curren- 
cies, he concludes that “ our main duty in England to-day 
seems to be to recognize that it is in our interest to assist 
the gold bloc and do all we can to preserve it.”’ 

An interesting article on “‘ The Readjustment of 
Industrial Costs ’’ may be found in the October number 
of BARCLAYS BANK review. The writer points out that 
during the past few years the main causes of the failure 
to maintain equilibrium between all the different elements 
entering into production and distribution have been 
(1) the lack of balance between wages in the dulevoel 
and unsheltered industries, and (2) the oppressive burden 
of taxation. Since December 1929 there has been some 
reduction of wages in most industries, but “ unfortunately 
the figures do not yet afford much evidence of the correc- 
tion of the disparity between the sheltered and unshel- 
tered industries, which has played so important a part in 
hampering the development of British export business 
since the war.’ He suggests that satisfaction over the 
reduction in Government expenditure this year, compared 
with that of the last few years, must be qualified by a 
realization of the fact that the anticipated expenditure 
this vear is higher than the total for the twelve months 
ended March 1929, and that there has been no reduction 
from the inflated level at which Government expenditure 
stood ten years ago. Summing up, he concludes that the 
present situation would be greatly eased if a general 
rise in prices were to take place. 


Foreign Reviews. 

The Quarterly Report for October published by the 
SKANDINAVISKA KREDITAKTIEBOLAGET contains an article 
by Professor Gustav Cassel entitled ‘“‘ Present-Day Gold 
Standard Problems,” in which he answers the question : 
‘Is there really any shortage of gold, and, if so, how far 
can this shortage be regarded as a factor which has con- 
tributed to the present crisis? ’’ His answer is briefly 
that the increase in the supply of gold has not kept pace 


BANKING REVIEWS I31 








with the expansion of business sufficiently to maintain 
stability in commodity prices, and this has been one of 
the causes of the crisis. A further important factor has 
been the unequal distribution of gold for which war 
debts and reparation payments are partly responsible. 
He concludes his article by considering whether it is 
possible in the future to protect the gold standard from 
the defects which have brought about its collapse during 
the present crisis. 

Professor Cassel is of the opinion that the supply of 
gold cannot be increased sufficiently to meet the demand, 
and the only solution is to restrict the demand for mone- 
tary gold. He also considers that the cancellation of war 
debts is absolutely essential to enable the machinery of 
international payments to work satisfactorily. Finally, 
he emphasizes the fact that the principal requirement for 
the satisfactory operation of the gold standard is confi- 
dence as between one nation and another. Confidence 
has been shattered, and Professor Cassel believes that it 
will take generations to build it up again so that the gold 
standard can be established on a sound basis. 

The Index for September published by the NEw York 
Trust Co., contains an interesting article on “‘ Japan.” 
The development of Japan since 1850, when the country 
was first opened to Western influences, is rapidly and 
concisely sketched and Japan’s present-day problems are 
adequately discussed. The article concludes with some 
notes on the budgetary position, and although it is very 
carefully worded, we feel that it is a criticism of Japan’s 
present-day policy which is directed by a military clique. 
Three-quarters of the current budget deficit are accounted 
for by military expenditure. As a result of operations 
in China and Manchuria, trade with those countries has 
fallen very considerably, and military activities have 
adversely affected banking and insurance operations. 

The Monthly Letter of the RoyAL BANK OF CANADA 
contains some interesting notes and figures on Latin 
American trade and the inability of those republics to 
sell their products abroad. The fall in the value of their 
exports is very striking, and the impossibility of meeting 
external loans is not to be wondered at. The writer of the 
Letter sounds a warning note for the manufacturing 
countries. The result of the present crisis has been to 
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throw these Latin American countries on their own 
resources and to cause them to become self-sufficient, 
manufacturing more goods to meet their own require- 
ments. He suggests that the manufacturing nations 
should do their utmost to re-establish Latin American 
trade, as Latin America is a very important market for 
manufactured goods. He even states that, should this 
policy fail, the standard of living in the manufacturing 
countries will fall, as the Latin American Republics will 
be forced into a permanent policy of self-sufficiency. 

The NATIONAL CiTy BANK review for September 
comments on the slackening of trade which occurred in 
August in the United States; a slackening and falling off 
which was all the more marked after the very rapid 
increase of activity between March and July. “ The chief 
explanation is in the character of the preceding advance, 
which was not only unparalleled in speed and extent, 
but was influenced by extraordinary measures tending 
to raise prices.’”’ The reference is, of course, to the 
inflationary measures which were authorised in the 
Industrial Recovery Act. Business has undoubtedly 
increased, prices have risen and the American nation has 
co-operated with genuine enthusiasm. Yet there is a 
difficulty to be faced, the solution of which is very prob- 
lematical. In the words of the writer: ‘‘ Obviously the 
crux of the situation is whether the higher prices that 
have been established at wholesale can be paid at retail, 
as stocks in retailers’ hands are replaced by higher- 
priced goods and the advance passed on to consumers.’’ 
For, as he states later, ‘‘ The fundamental condition ot a 
free flow of trade is that wages, costs and prices as a 
whole should be in balance.”’ 


Books 
THE ECONOMICS OF HUMAN HAPPINESS. By COLLIN 
Brooks. (London, 1933. George Routledge & 

Sons, Ltd. Price 10s. 6d.) 
Mr. Brooks attributes our troubles to the growth of 
a planned economy. Whether or not economic planning 
is a good thing is a matter of opinion, but that our present 
economic system is far from being planned—much less 
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so than was the old system of guilds, for which Mr. Brooks 
has much affection and admiration—is a matter of fact. 
The case Mr. Brooks makes out is hardly convincing. His 
book is, however, delightful reading. It is a real pleasure 
to ramble with him from the Black Death to Ivar Kreuger. 
Although a great deal in the book is irrelevant to his 
thesis, what does it matter so long as his readers enjoy 
reading it ? 


FOREIGN INVESTMENT IN CHINA. By C. G. REMER. 
(New York, 1933. London: Macmillan & Co., Ltd. 
Price 25s.) 

AmIpDsT the cloudburst of books on economic plati- 
tudes and generalities, a book dealing with facts and facts 
alone comes as a refreshing change. Even if it were 
nothing more than what its title implies, it would be 
invaluable as a reference book. In addition to the volume 
of facts and figures on foreign capital in China, the book 
gives an excellent description of the economic system of 
that country. 


THE RATE OF INTEREST IN A PROGRESSIVE STATE. By 
J. E. Meape. (London, 1933. Macmillan & Co., 
Ltd. Price 7s. 6d.) 

HERE is at last an academic economist who does not 
believe that changes in short-term interest rates can 
determine the course of the Universe. Mr. Meade duly 
allows for the human element when stating that the 
effect of short-term interest rates on long-term securities 
depends largely upon the bullishness or bearishness of 
the market. Although the book contains some pages of 
mathematical formule, which is apt to intimidate many 
potential readers, there is enough interesting material in 
it even if those pages are skipped. 


Money, BusINEss AND Prices. By J. P. WERNETTE. 
(London, 1933. P. 5S. King & Sons. Price 5s.) 
To advocate inflation has ceased to be a heresy in the 
United States Universities. Dr. Wernette, of Harvard 
University, supports wholeheartedly the partisans of a 
radical monetary policy. His book is intelligible for the 
general reader. 
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THE LocGic OF INDUSTRIAL ORGANIZATION. By P. 
SARGANT FLoreNce. (London, 1933. Kegan 
Paul, Trench, Trubner & Co. Price ros. 6d.) 

As the author rightly states, no apology is needed for 
introducing a book on industrial organization and 
efficiency among the present crowd of publications on 
money and finance. He believes in planning, and does 
not hesitate to declare his faith. His book is a valuable 
contribution to the debate of laissez-faire v. planning. 
WorLpD EcoNoMIC SURVEY, 1932-33. Published by the 

LEAGUE OF NATIONS. (London: Allen & Unwin. 
Price 6s. paper, 7s. 6d. cloth.) 

THE League of Nations has a unique organization for 
collecting facts and figures, and in its present volume this 
organization does full justice to itself. Covering as it 
does a most interesting and highly controversial period, 
the book is well worth reading. 








ELEMENTARY STATISTICAL METHODs. By E. C. RHODEs. 
(London, 1933. Routledge & Co. Price 7s. 6d. 
net.) 

Dr. E. C. RHODEs is well known as an authority upon 
statistical science, and while his book does not claim to 
any great profundity, the layman will find it distinctly 
readable. It is, however, intended as a general text- 
book, and is not primarily directed towards the handling 
of economic and financial statistics. It will be helpful to 
the officers of a bank intelligence department when they 
come to handle and interpret their data, and here we 
would like to call special attention to the last two 
chapters of the book which deal with time series. Still 
the book teaches little about the assembly of the rather 
specialized data required for the interpretation of financial 
and banking trends. 


| £35 


NOW READY PUBLICATIONS OF THE LEAGUE OF NATIONS 
as ee ST 
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By **Economic Recovery”? is the most 

H. E. EVITT, important subject of the day. Relia- 

Feline of dhe fetinns of Sealers, Tew ble information covering the revival 

Man in England, Beckett Prizeman, period has been anxiously awaited 
Triple ponents, mr. in Saneuae by specialist and layman alike. 

ea anarg: lag! Come of Be The League's new WORLD ECON- 

College, etc. Author of “An Introduc- OMIC SURVEY, packed with 

tion to the Practice of Foreign Exchange.” valuable information, surveys the 

N view of the adoption by various ex- entire situation from Autumn 1932 

untiltheend of July 1933. Theecon- 
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Bank Meeting. 


ANGLO-SOUTH AMERICAN BANK, LIMITED 


REVIEW OF THE PAST YEAR 


STRENGTHENED POSITION OF THE BANK 


SIR BERTRAM HORNSBY’S SPEECH. 





HE ftorty-fifth annual general meeting of the 
Anzglo-South American Bank, Ltd., was 


held on October 25 at Southern House, 

Cannon Street, London, E.C. 

Sir Bertram Hornsby, C.B.E. (chairman of the 
coinpany), presided. 

he Secretary (Mr. Charl J. Shea) hav 
read the notice convening the meeting and the 
eport of the auditors, 

rhe Chairinan said As vou will have seen 
from the directors’ report, there has been no 
improvement in the conditions under which the 
bank is carrving on its business in South America. 
In one or two instances, perhaps, there may be 
igns of apparent recovery, but on the whole we 





have had to wage an uphill strus throughout 


the year under review. 


I quoted last year the sterling prices over a 
period of years of several of the more important 








South American export commoditi I will do 
so again this year, adding those of June 30 last 
and eliminating those of June, 1924, which have 
I 1 bearing t pres Situation. Owing 
to the departure of America from the gold 
tandard in April and to the measures which have 
eful conclusions from these figures. I may sa‘ 
that tl improvement as_ between 
June, 1932, and June, 1933, has not been main- 
tained, f by this present month of October 
there has been a series of falls which has affected 
ill but one or two of th mmodities mentioned 
End End End 
June, June, 
Com: 1932 1933 
Wheat perq 23 23 
Maize qr. 226d 17/0d. 16/ 3d. 
Linseed ton /121 (79 f1o < 
Wool — ro4d. kd 8 
Cotto lt 73d. 44d. 64d. 
Coppel t £,00 £20 £37 1 
lin ail £1351 {114 15 £225 
Silver » 01 26d 163d. 19d. 
Coffee » cwt. 54 65/- 48/3d. 


More interesting than this record of prices are 


the statistics in percentages of the volume and 
ilue (exports and imports combined) of the 
gn trade of the Argentine, Brazil, Chile, and 
mbia 1! three recent periods, Lhey 


are as follows, the first period being taken as 
tl bas« 
PoREIGN TRADE, 


Volume. Value. 
Arg Lilla sue 1925-29 oo 100 
1931-32 88° 5 56° 3 
1932-33 65 +! 
Brazil 1y28—-29 ©6100 100 
1931-32 07°4 
Ps ; OF ) 
Chil 1y29 Not 100 
193 2 vail 5 
1932-33 abl 15 
Colombia - 1929 100 100 
1930 go Fo 
1932-33 61 38 


You will not fail to be struck by the marked 
contraction which these figures show, not only 
as regards volume, but still more so as regards 
value. 

In view of the difficulties which this shrinkage 
of trade has occasioned in the countries concerned 

and statistics of other countries would doubtless 
reveal the same state of affairs—one cannot be 
altogether surprised that the various Governments 
have felt impelled to take what they regarded as 
measures of protection, though in fact I think 
that a better result might have been achieved by 
facing boldly up to the situation, and by allowing 
natural economic laws to have free play. L« 
that as it may, we have to take things as we find 
them, and what in fact we do find is an increasing 
mneasure of Government intervention and control, 
going, so far as our particular business of banking 
is concerned, to the point of arbitrary reduction 
of interest rates, and even of wholesale writing 
down of debts, regardless of the ability of the 
individual debtors to meet their obligations in full. 

In conditions such as these, it is almost impos- 
sible to obtain satisfactory results, and our efforts 
have perforce been directed to strengthening the 
bank’s position wherever it was possible to do so. 
The result is apparent in the balance-sheet and 
profit and loss account. 


BALANCE-SHEE1 
If you examine the balance-sheet, you will find 
that deposits stand at /25,428,ou0; the figure 
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last year was {25,563,000, so that there is an 
increase of some £2,865,000. Some part of this 
increase doubtless represents money awaiting 
remittance whenever opportunity occurs, but 
even after allowing for this there is still a gratifying 
increase. 

Acceptances and engagements for account of 
customers at {2,479,000 show a decrease of 
(728,000, due very largely to a shrinkage in the 
volume of trade, and to some extent to the fact 
that in certain cases indebtedness has been 
transformed from acceptance into current account. 

Bills for collection, which appear, of course, on 
both sides of the balance-sheet, show a decrease 
of £426,000, again owing to decreasing inter- 
national trade. The drop would be greater but 
for the growing practice of drawing bills for goods 
shipped from this country rather than of opening 
current accounts, for the simple reason that it is 
easier by this former method to obtain a return 
remittance. 

On the assets side, bills receivable at £3,367,000 
are down by £1,034,000; liability of customers 
for acceptances and engagements—an item I have 
already dealt with under its contra heading—are 
down by £728,000, and advances to customers at 
£14,723,000 are down by £1,265,000. The broad 
result of all these changes, i.e. increase in deposits 
and decrease in monies lent, is an increase in our 
holding of cash of £4,872,000, the figure being 
{9,228,000 as against £4,356,000 last year, a 
proportion of cash to deposits of 324% as com- 
pared with 17% last year. 

Now, that is a very strong position, but it 
does involve disadvantages from a profit-earning 
point of view. Had we been able to employ that 
increased cash holding even at a modest rate of 
interest, it would have made a considerable 
difference to our profits. But, in fact, the demand 
for accommodation either does not exist, or, if it 
does exist, the risk involved is out of proportion 
to the gain, and you will probably agree that in 
all the circumstances of the case safety rather than 
profit must be the guiding principle on which your 
affairs should be conducted at the present time. 


PROFIT AND LOSS ACCOUNT 


Turning to the profit and loss account, the 
figure of net profit is certainly disappointing, but 
not surprising in view of what I have just said. 
Our receipts arise principally from three sources : 
interest, commission and exchange. The first has 
been adversely affected by the smaller amount of 
accommodation required by our customers, by 
the compulsory or voluntary reduction in rates, 
and by the fact that where there is any reason to 
fear non-recovery of a debt we cannot take the 
interest thereon into profit. Commission, ex- 
pressed in percentages, has yielded only 63% of 
what it gave last year, indicating both a smaller 
volume of business done and a lower level 
of prices for that smaller volume. Exchange 
yielded 73% of last year’s figure, which was 
already greatly reduced, and indeed, with all 
the controls and restrictions which exist, it is 
surprising that we are able to earn anything under 
this heading. 

As against this falling off in receipts, the first 
and obvious need is for economy. This is a 
matter to which the board has given close atten- 
tion. If you will compare the total figure of all 


charges for this year with that of the previous 
year, you will find a decrease of £216,000. I will 
not claim that this is all economy; some part is 
to be accounted for by different rates of exchange 
conversion and certain non-recurrent items. But 
I think I can say that over the year there has 
been a true economy of round about £140,000. 
This, following on the economies effected in the 
two previous years, probably means that we are 
getting near to the end of what can reasonably 
and properly be done if the bank’s organization 
is to be maintained at a pitch which will enable it 
to respond to requirements when the day of 
revival does come. And do not imagine that less 
business these days means less work. All those 
controls, restrictions, laws, to which I have 
referred, throw a heavy burden of work on our 
senior staff—work which is, of course, quite 
unprofitable, and even involves expense, in that 
we are compelled to have constant recourse to 
legal advice, in order to safeguard ourselves 
against unwitting infractions of our legal obliga- 
tions. 

It would have been more satisfactory had profits 
permitted the payment of the dividend on the 
preference shares. We could have done so by 
making a draft on the carry forward, but we have 
preferred to conserve our resources and to 
maintain the carry forward at the same figure 
as a year ago. 

I had hoped to be able to report to you some 
definite advance towards a settlement of Cosach 
affairs, but though a special session of the Chilean 
Congress is now sitting to consider the provisions 
of a Bill introduced by the Government to deal 
with the situation, Congress has not yet termi- 
nated its labours. I must therefore limit myself 
to saying that this matter continues to have our 
close attention, and that, if the Bill passes, we are 
not without hope of some reasonable form of 
settlement. 


THE FUTURE 

In conclusion, I can only repeat wnat in effect 
I said a year ago. We are largely at the mercy of 
world conditions which it is beyond our power 
to control. The most we can do is to navigate 
our ship in such a manner as to enable it to ride 
out the storm, trusting that when the storm is 
over we may continue our former prosperous 
voyage. When that time will come, I certainly 
cannot say, and dare not even hold out a hope 
that it is imminent. A great experiment is now 
being attempted in the United States of America, 
and until the result of the measures which have 
been taken there—and of those which may still 
be taken—is known, no one, I think, is in a 
position to offer a reasoned expression of opinion as 
to the future course of events. For the moment, 
conditions in this country are improving; but, 
after all, we have built up our position and our 
wealth largely through international trade—the 
very existence of banks such as this is due to that 
trade—and until those countries with which we 
have been in the habit of trading recover some 
part at least of their prosperity, it is hard for me 
to see how this country can again be really 
prosperous. 

After tributes to the staff and a vote of thanks 
to the chairman, which was received with acclama- 
tion, the proceedings terminated. 
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Table I GOLD HOLDINGS OF | C 


(IN MILLIONS OF £) 

















: GERMANY 
ENGLAND| U.S.A FRANCE | BEeLGIuM NETUER-| nexwark) NORWAY | SWEDEN 
LNGLA? U.S ‘ Ch SELG LANDS ENMAR b t >, RI 
Total Abroad 
1930 } 
JANUARY 150°5 601-9 341-8 37:0 | 9°5 8-1 13°5 111°8 7°3 3 
APRIL 156°2 620-9 341-0 35-7 | 9°5 8-1 13°4 124°5 73 3 
JULY 156°3 615-1 355°6 35°7 | 9°5 8-1 13°3 128-2 7°3 a 
OCTOBER .. 155°6 611-0 395°3 32°73 | 9-5 8:1 13°3 119-6 7°3 5 
1931 ; 
JANUARY 145°9 604°3 432-6 39-2 35-2 9°5 aa | 13°3 108°5 1-9 || 5 
APRIL 144°5 640-1 451°6 41:1 36°38 9°5 8-1 13°2 114-7 10-2 5 
JULY ‘ 163°3 701-1 452-7 41-0 41°1 9°5 8-1 13:1 69-6 5-7 5 
OCTOBER . 134-8 644-9 481°5 71°3 538-0 9-0 8-0 10°9 63-7 49 | Gf 
1932 
JANUARY .. 120°7 613-9 554-4 72°8 73°3 7°9 8:5 11°3 43-2 5°5 6 
APRIL ‘ 120-38 620°1 618-2 71-8 73°2 3-0 85 11°3 43°0 3-9 6; 
JULY Sa 136°1 530-0 662-58 73°3 81-0 7°4 3 11°3 40°7 4°3 7] 
OCTOBER .. 139-4 1S 665-2 73°8 85° 7°3 7°38 11°53 39-0 3-1 : 
DECEMBER 139°4 626°6 671-1 74°3 85°3 7°3 7-9 11-3 40°5 2°38 - 
1933 
JANUARY 119-8 647-0 668-4 74°2 85°3 7°3 7-9 11°3 39°5 2-1 
FEBRUARY 126-4 668-9 659°3 74°6 84-9 7:3 79 11°3 40-2 1-9 - 
MARCH 150-2 94°5 653-0 75:4 3-4 7°3 8-0 11°3 37°6 2:3 “ 
APRIL j 171-8 665-1 647-4 76°3 78:4 73 8:3 12-0 36°2 31 - 
May ‘ 186-0 705°9 651-0 76°3 74°38 7°3 8-3 12-0 20°1 1-0 = 
JUNE ee 186-3 723°3 652-6 76°3 69-1 7°3 8:3 11-9 18-2 1-1 - 
JULY ne 189-4 728°2 654-1 76°5 61°5 7°3 8°3 11-9 9-2 1-0 “ 
AUGUST ° 190-1 731-4 660-0 76°8 63°9 7-3 8°35 13°38 12-0 1°6 - 
SEPTEMBER 190°3 737°3 662-4 q7°R 658°3 7°3 8-3 13°38 15°0 4-6 - 
OCTOBER .. 190-4 738-0 660°9 77-4 71-9 7°3 8-3 13°9 18-0 2-9 - 
1 The figures are taken from the retums OD 
2 Excluding a small amount held inthe Bat 
3 Gold and silver holdings. 
Tm . , y y TNX? ogee 
Table II CREDIT AND CURRENCY (millions of £) 
CLEARING BANKS BANK OF ENGLAND 
Other Depos ts® (rovernment 
en . | ocances bce coher acme Notes in 
Deposits Cash Advan 7“ oe Reserve Circulation® 
Tot es ment® 
1930 
JANUARY .. 1,767°5 192-0 969°-1 111°8 75°5 64-9 53°5 355°8 
APRIL ‘ 1,712-0 ls7°: | 968-2 101-7 65-2 57+1 60°6 359-8 
JULY 1,749°0 ] 950-4 107-0 70°3 52-4 49°38 365-0 
OCTOBER 1,791-°0 } 922-3 95°9 61-0 2-2 60-6 357-2 
1931 | 
JANUARY . 1,835:°9 | 194°6 907-4 97-7 64-4 48°38 d1-4 351°7 
APRIL es 1,695°1 175°4 | 923°5 91-9 56-6 32-0 51-9 353-7 
JULY inp 1,750°3 180-7 | 806°7 103-1 69-3 | 36-3 56-3 358-1 
OCTOBER 1,687°8 172°9 804-4 120-4 638-3 56°35 53-6 356°8 
1932 | | 
JANUARY 1677-1 | 176-9 | 859°3 112-5 74°3 | 45°3 49°9 345°9 
APRIL 1,643 -2 170-2 | 864-8 93-6 58:3 | 62-6 | 43-0 352-38 
JULY 1,765°2 187-7 820-5 122-7 88-2 68-8 | 44°3 369°3 
OCTOBER 1,853°3 | 189°5 779°9 110°9 77°3 | 67-0 | 56-0 358-4 
DECEMBER.. 1,943 °7 | 2U3°1 | 7on°4 | 136-2 102-4 102-4 23°6 371-2 
1933 
JANUARY 1,943 °3 210°9 749°6 135°8 103-4 90-6 45-4 353 °2 
FEBRUARY 1,917-2 204°6 751-0 133-3 98-3 86-4 61-0 356°2 
MARCH 1,485 °9 204-0 751°6 127-8 92°8 57°7 79°7 367°1 
APRIL 1,890-9 215°7 749°2 138-0 100-9 638-5 74-0 371°9 
May ee 1,904-2 202°3 | 760°6 117-0 77°5 72°5 } 72-3 374°1 
JUNE 1,688 °9 Is1°s 677°7 147°3 105°1 | 75-4 | 74°2 375-1 
JULY 1,934°4 201°6 753°3 156 :2 98°5 | 90-6 72°8 377°2 
AUGUST 1,927 -1 205°1 744°3 | 122-4 79°4 | B3°2 76°3 374°0 
SEPTEMBER 1,919°1 211-7 735°7 | 141°3 97°38 73°38 79°6 370°8 
| | 


4 Average weekly balances, nine banks. 2 Average of four or five weekly returns. 
* Since December, 1931, figures relate to last Wednesday in each month, 
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S OF | (CENTRAL BANKS! Table I—cont. 














£) 
: : | | suet 
— CZE HO | SWITZER satin : 
. 7 LE le rer ? > . x Ss LE 71 7 _— 
| RUSSIA | POLAND | S‘Ovakra| AUSTRIA |HI NGARY| ITALY LAND SPAIN JAPAN ieiiees: Uiecia ti 
Abroad | | Office | la Nacion 
7°3 302 16°1 7°7 4-9 5:8 56-1 23-6 101-7 107°3 87-9 1-3 
7°3 33-2 16°2 7*7 4-9 5:8 56°3 22-2 97-9 91-7 87-9 1-3 
73 | 41:7 16-2 8-0 4-9 5:8 56°3 22-9 98-0 90-2 87-9 1-3 
7-302 13-0 8-7 6-2 5:8 57 +2 25°4 98-2 85-1 87°3 0-9 
10°9 51°1 13-0 9-4 6-2 5°8 57°3 28-4 96-7 85-4 84°5 0°3 
10-2 || 58-2 13-0 9-4 6-2 $°5 57°4 25°5 96-0 85-9 77:4 0-4 
5-7 | 53°7 13°3 9-4 6°2 4-0 58°1 33 96-3 87-3 64-7 0-3 
4°9 60°2 13°3 9-3 5:5 a5 538-9 67-4 90-3 82-3 57:1 0°3 
55 67°4 13°8 10-0 5°5 3°7 60°9 93-1 89-1 48-1 51°38 0-2 
3-9 67:7 13-2 10-0 5°2 3:6 60°9 96°7 89°3 44°0 51-0 0-2 
4°3 71:7 11-2 10-0 4°3 3°5 61°3 103-4 | 80-4 43-9 51-0 0-2 
3:1 11°3 10°1 4°3 3°5 62-6 104-6 | 89°5 43-9 51-0 0°2 
2:8 « 1°5 10°3 4°3 3-5 63-0 101-2 89°5 43-9 51-0 0-2 
2+] - 11°6 10°4 4°3 3°5 98-0 89-6 43-5 51-0 0-2 
1-9 — 11°8 10-4 4°3 3°5 98-0 89-6 43°65 51-0 | 0-2 
2-3 — 11-8 10-4 4°3 3-5 100-3 89-6 43°5 51-0 0-2 
3+] _ 11°3 10°4 4°3 3-5 100-5 89°6 43°5 51: 0-2 
1-0 os 11°3 10°4 4°3 3:5 94-5 89-6 48°5 51-0 0-2 
11 . 10°9 10-4 °3 3°5 81-5 89°6 43-5 51-0 0-2 
1-0 -- 10°9 10°4 4°3 3°5 74°3 89°6 43°5 51:0 0-2 
1:6 _ 10°9 10-4 4°3 3°5 72°1 89°6 43°5 51-0 0-2 
$6 _ 10-9 10-4 4°3 3:5 72:1 389°6 43°5 51-0 0:3 
2-4 _ 10°9 10-4 4°9 3°5 73°2 89-6 43°5 51-0 0-2 
the retums on or nearest the first of the month. 
sheldinthe Banking Department. 
Table III GOLD MOVEMENTS 
Le ged UNITED KINGDOM UNITED STATES 
— , TRANS. 
» y IVAAL GOLD 
Net I Net ir Net | OUTPUT 
‘ Influx (+ Imports Exports os Imports Exports | sear sai at 85/- per 
on® or Efflux (- Exports (- | Exports (—) fine ounce 
£ millions # millions ¢ millions £ millions | $ millions $ millions $ millions | € millions 
1930 
JANUARY .. + 4:0 8:6 3°3 5°3 12-9 8-9 + 40 | 3-8 
APRIL aa + 6°6 8-38 3-0 + 5:8 65-8 0-1 + 65°7 | 3°7 
JULY ee — 3:8 5°1 8:3 — 32 } 21-9 42°5 — 20°6 | 3°9 
OCTOBER + 46 9°3 71 2°2 35°6 9°3 t 26°3 | 3°9 
| 
| 
1931 | 
JANUARY .. - 7° 7°3 16-2 — 89 34-4 - + 34°4 | 3°9 
APRIL ay 5-9 0-9 5°0 49°5 - + 49°5 3:7 
JULY a - 10-0 36-8 26-9 20°5 1-0 + 19°5 3-9 
OCTOBER .. 8-6 5°3 3°3 60-9 398-6 —337°7 4-0 
‘ 
1932 | 
JANUARY 17-1 21°5 — 4°4 32-9 107-9 — 75:0 4°06 
APRIL ‘ 12-2 -5 + 6°7 19°3 49°5 — 30-2 4°0 
JULY aia + 1°6 12°38 7°4 + 5:4 16°3 | 23°5 — 7-2 4°2 
OCTOBER .. 9°3 8-2 1-1 20°7 — + 20°7 4:1 
i DECEMBER .. —19°6 12-0 21°3 — 9°3 100-9 — +100:9 4:2 
| 1933 
JANUARY .. + 6°6 9°3 22°3 +13°0 128-5 - +128°5 4-1 
FRBRUARY .. +21°4 11-3 6-1 + 5:2 30°4 12°6 + 17°8 3-8 
MakcH 7 +25°9 24-3 4-5 +19°8 14°9 37-0 — 22-1 4°0 
4 APRIL a +12°3 20-0 3:7 +16°3 6°8 16-7 — 99 3-8 
May.. ae _ 32-0 3°38 28-2 1‘8 22-9 — 21-1 4°0 
JUNE eo + 3:3 24-0 37 +21°3 1-1 44 | -— 3°83 3-9 
JULY os + 0°6 27-0 1-1 25-9 1°5 85-4 — 83-9 3-9 
AUGUST... + O-1 14-4 7-0 + 7:4 4:0 
SEPTEMBER. . + Ol 10°4 2-0 +14°4 3°8 
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Table IV MONEY 





LONDON 














Discount Rates Treasury Bills 
-— Day to : 
ee Bank Rate Dey Rank Bils Fine Trade Weekly Tender | Amount Amount 
Loan Kate 3 months 3 wana Kate | Offered Applied for 
Per cent. Per cent Per cent Per cent. Per cent £ millions 2 millions 
1933 ak. 
APRIL 7 2 ? ey 2k 0 10 11°25 45T 90-5 - 
ss 13 2 § Ht 2+ 0 8 10°03 50t 62-0 
; 21 2 i] # 23 0 9 6°30 50t 68-8 
: 28 2 § # 2} 0 8 4°73 | 50f 78°9 
May 5 2 Hy $4 2} 0 8 6°04 50t | 87:2 
' 12 2 2 i 23 O 7 8:14 50t 78-9 
‘a 19 2 ] + 2 O 7 2-54 50t 76-0 
- 26 2 3 fs s O 6 4:27 50fT 74°5 
JUNE 2 2 } + 24 0 5 11°18 60 57-5 
Pe u 2 z # 2} 0 7 O-8u 50 64-2 
: 16 2 2 i$ 23 0 1010-91 | 50 76-7 
. 2: 2 3 i 2} O 7 10°34 | 50 82°6 
a 30 2 i 4h 2t O 8 9°55 | 45 | 67-9 
JULY 7 2 g 4h 23 010 4°85 | 45 | 88-9 
‘“ 14 2 g 4 24 O 7 7:86 | 40 | 67-9 
‘ 21 2 § 5 24 O 6 5:42 43 63°4 
9» 28 2 g : 23 0 6 11°68 40 | 81-5 
AUGUST 4 2 : , 2b 0 5 4°95 40 | 70-9 
9» 11 2 H a3 23 0 5 5-19 40 65-1 
° 18 2 g z 23 O 6 1-08 45 | 69-1 
ss 25 2 2 i 24 O 7 1-64 45 | 754 
SEPTEMBER 1 2 : 3 23 O 7 1°95 45 66-6 
s 2 3 1, 2} 0 6 7-34 45 72-2 
as 15 2 3 2} 0 5 11-30 45 62-4 
, 22 2 i) é 2 0 4 9°15 45 58-2 
am 29 2 H Cc of 012 4°61 | 45 93°9 
OCTOBER 6 2 i # 23 012 9°98 | 45 100-5 
= 3 2 3 i 24 0 12 10°89 45 &3-0 
All figures given above are the rates raling < on Friday of each week. 
~ ’ 
Table V FOREIGN 
DAILY 
3 
NEW YORK MONTREAL! PARIS BRUSSELS MILAN ZURICH MADRID 
Stok S$to£L | Frto£ Belga to € Lire to £ Fr. to £ P*tas to £ 
PAR OF BXCHANGE.. . 4&4 Pi | laeal 75°O 92°40 asa2is as°aals 
1930 
JANUARY 4°8697 4°9222 | 123-91 | 34:947 93-05 25-162 37-017 
APRIL 48635 4°8654 | 124-11 34-842 92:777 25-095 33-946 
JULY : 4°8656 4°8622 | 123-67 34-810 92-5879 25°044 42-203 
OCTOBER 4°8591 4°8536 123°85 34°845 2-804 25-020 47-141 
1931 
JANUARY 4°8551 4°8645 123-81 34-815 92-739 25-076 46-640 
APRIL 4°8599 4-8621 124-28 34-950 92-815 25-235 47-015 
JULY 4°3566 4-8729 123-82 34°3818 92-865 24-994 52-018 rT 
OCTOBER 3°8887 4°3700 98-66 27-704 75352 19-823 43-366 
1932 
JANUARY 3°4303 4°0377 87-11 24-689 68-017 17-582 40-809 
APRIL 3°7520 4°1716 95-12 26-778 72-840 19-299 48°788 
JULY 3°5522 4°0757 90°60 | 25-608 69° 567 18°256 44-041 
OCTOBER 3°3990 3°7233 86°58 | 24-460 66-374 17-606 41-517 
DECEMBER 3°2763 3°7833 83-95 | 23-658 64-069 17-040 40-180 
1933 } 
JANUARY 3°3599 3°8367 86-07 24-228 65°642 17-416 41-072 
FEBRUARY 3°4215 4°0997 87 -26 24-492 66-908 17-664 41-488 
MaRCcH 3°4343 4°1199 37-41 24-605 67°157 17-770 40-819 
APRIL 3°5851 4°2188 87-25 24-600 66-705 17-770 40-347 
May 3°9379 4°4870 85°57 24-189 64-660 17-439 39°377 
JUNE 4°1412 4°5988 86-07 24-267 64-799 17-564 39-865 
JULY 4°6438 4°9050 85-24 23-903 63-12 17-267 39-921 | 
AUGUST ; an 4°5040 4°7717 83°85 | 23-527 62-399 16-989 39-306 | 
SEPTEMBER oe ee 4°6608 4°8260 80-36 22-552 59-780 16-259 37-438 | 
| ab 
r ab: 


1 The old parity of 25+ 2215 was 
3 The old portty of 25° 1 oo. Ba 
3 Berne until November, 

* Average Oct. 1 to hy 6, 

& Quoted 19th—-30th only. 
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14 14°959 
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Table V—cont. 
PRAGUI WARSAW POCKHO! BOMBAY KOE RIO 
JANE! 
Kr t Zloty t Kr £ er t ¥ Y 1.5 
Milreis 
4 i ié as J 
164-56 4 ds 18-136 17°93 24°25 
164-17 5-416 18-09 l7-a6 24°38 
164-0 } 82 ls-09 17°82 24°3Y ‘ 
16 5 4 ) 18-095 17-52 24-52 4) 
( ‘1 13-312 18-138 17-78 24-438 4-461 
O4 ) 433 > Is-14s 17> 24-41 Gls 
64°01 13-412 Is-145 17-8 24-40 3-579 
130-63 s4 ii li-sil 17 -°SS 30°07 3°302 
15°75 »- 690 17-867 18-13 23°27 4-290 
aa) 10 10°643 Is-04 21-10 t-1s4 
Lu: l vw 10-454 18-06 ls-64 2-038 
114-68 4 19-370 Is-17 16°36 D285 
10-53 P1255 LS -296 18-19 15°36 v' tio 
l 4 »-923 18°37 18-17 14°88 5°380 
115-22 U-474 18-753 Is:75 14°65 5°375 
115-77 O76 18-004 IS-05 15-00 5°375 
115-24 )- 668 19-053 13-06 14°91 5-293 
12-98 30°037 10°4258 18-08 14°72 4-792 
113-69 30-190 10°442 18-08 15-02 4-607 
112-61 30-824 19°35 Is-v 14°95 $°115 
110-74 29 9 19-385 1s-06 14°42 4°2905 
105 °99 28-113 19 7 Lls-U4 14°15 4-341 
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Table VI BRITISH TRADE AD 














COAl PIG-IRON (1) STEEL (1 
Exports Sad 
Production r ling Number of Production Production | 
Coke } 
M of M s of Thousands of Thousands of 
5 Tons , Tons Tons 
1 mo 
JANUARY 29-8 5-9 159 650 771 
APRI 19-7 4-6 151 620 696 
j \ 18-7 1-9 105 486 621 
ay BEI 21-0 5:1 96 415 312 2 
1931 
JANUARY 19-2 3-6 R3 402 
AF 1s°6 3-6 78 397 | 
JULY 17:1 3:7 70 429 
‘ BER 19-7 4°3 66 457 
JANUARY 18-7 3°6 76 430 
\ In-4 3:8 69 4135 
15-0 8-6 56 $32 
‘ I 17°5 6 59 $349 
} M is-Y 3°3 60 450 
JANUARY 18-8 5 62 444 
EI ARY 17-8 3-2 63 483 
MARCH 19-5 3°5 70 578 
APRIL 15-4 2-9 69 510 
May 17-4 3-9 72 600 
J 15°3 3°3 72 569 
pULY 15:1 3+5 73 568 
ATGUST 15-4 5 73 ao | 
“ IBF! 16-6 3:7 74 669 
(1) Returns issued by the 


Table VI BRITISH TRADE AND INDUSTRY—cont. 


A PRADE BANK CLEARINGS UNEMPLOYMENT 
$ Index of 
r it- Nu s Pro 
ets r por I | a Tota Compar ge of on Live tic 
vole i Regist rte 
Tota ema r Qua y 
t { t t t { t "s wt 0 
' s ~ tone i tt 
TA Y ’ 8-2 10-4 0 1 t 19 12°6 1,481 109-¢ j 
4 ) ) 7:3 10-4 1-7 15-1 ¢ 14-6 1,678 100-9 a 
7 6-7 0 j 14°38 19-9 16°7 1.064 0-7 j 
) 2 6 4-0 13°5 19-9 18-7 2,200 92-7 0 
TA 7 f 9-9 4-2 14-2 2+] 21°5 61t 83:1 J 
> ) >.) ] 4 ] o-a ” mi 4 
J l { ! $-0) 13-1 ! t COA sie] J 
2 0 4-1 l l J0°9 21-9 2 Ft 0-5 cs 








JA‘ l t °2 Boa ri 1 Vy 
APRI ‘'s $-0 13-0 I+] 1 . 4 
J Y ) ) . $-D l ’ =] a's Jt 
) ; +7 $-] ! . f 1-0 ) —— (n 
i i $ $-1 13°] j 21°7 2,72 ra ! 
4 j ) }-9 19.5 f ed ‘ 4 yp 
} i ARY ’ ; $-2 l 2 0 22°S8 2 38-0 It 
M H ( 1-0 8-5 1-0 5 [-3 22 -() M 
| 

4 i 3 3 1-0 3 22-7 21-4 Al 
‘ ~ ~ eT) 1-0) 0 1-8 20-5 88-1 } 4 
. 7 9 6 6 19°5 | Jt 
J . 1 4 $°3 i PS +3 19°6 Jt 
} . } x ~ 0 19-2 Al 
PT 2 4 S-4 8 12-2 19° 3 Iso SE 

1 |) eh, I leat it learing House. 3 Total clearings (London 
( | ‘ r comparati by application of Board of Trade index » ©0 





" ; ' 100) 4 Average of four or five weekly returns. Since December, 1931, 
res | y. §& Reprinted by courtesy of the London and Cambridge Kconomic Service. 
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LON & STEEL & MANI —— 
yt fURES THEREOF MACHINERY COTTON WOOL 
Exports of Exports of Exports of Exports of 
Imports Exports Imports Exports Yarus Piece Goods Tops ] 
4 
f 1 and I ands { Millions of | Millions o Millions 
of Tons of Tons thousands thousands Lbs Sq. Yds. of Lbs 




































310 1,514 $456 13°2 313-2 2-7 14-1 
234 1,699 }, S61 11-5 217-0 2-4 7:0 
190 1,415 4,440 11-0 197-4 > A 10-1 
264 1,499 1238 li-7 150°3 3°1 8-7 
22 167 1,181 11°3 2° 10-4 
193 188 1,216 10°3 2° 5-0 
231 168 1,2 11°3 2° 3°5 6-6 
27t 159 1, 2°38 2 4°0 6°7 
170 167 925 16°4 179-9 3: 3:4 8°5 
145 180 769 13°9 199-3 3 2-9 6-3 
119 158 635 9°5 198-3 2° 3°7 7°6 
lt 160 734 10-9 138-4 4°7 3-4 5-9 
7 164 913 11-7 195°3 4-6 3°38 7°4 
69 149 72 10-6 197°3 3°3 2°8 B-4 
78 136 626 11-9 194°6 4-2 3-0 &-5 
97 155 689 12°38 209-9 1-3 3-1 7-9 
77 133 630 12-4 171-2 3-0 2:8 dD 
SD 179 719 10-9 168-7 3°6 3:2 6-1 
69 154 672 10°6 141°6 3°8 3°2 6°6 
63 15 599 10-4 154-7 1-3 4°3 8-9 
x0) 155 763 11-0 149-0 3°7 4°6 10°5 
0 157 651 Ri+7 163-0 3-7 4-2 8-6 
ied by the National Federation of Iron and Steel Manufacturers, 
Table VIT_ COMMODITY PRICES 
UNITED KINGDOM U.S.A. GERMANY FRANCH ITALY 
W holesale 1 Ww lesa W holesale Living Whol ( f W ale ( t 
. f art s tis Stat Stat 1 =~ l ing 
| fe a s tique statis 
| ‘ I vM r l Ke samt } s er 1 € 
i st la ~ Géneraie) 
‘ J (Ja J 
’ ‘ ] P 1M ' 1 Olt 100 $= 1h, Ivid , 
(b) rf 
JANUARY 131-0 118-5 164 l 8 132-3 151 -¢ 76 69 453 
‘ APRIL 123-7 112 l 129-9 126-7 147-4 is 7 429 
I 11y-2 106-8 15 120-3 125°1 149 558 2 402 
( i 113-0 10°6 Loz 118-3 120-2 l4o-4 vor 4 a7 
’ (a 
1931 
TANUARY 106-9 l 15 112-8 115-2 140-4 Tt 590) 2 
\ 10 0 14 107 °2 J i l 2 25 5sY od 
JULY 102-2 ) lto li 2 Lit-7 1 t 0 wo s7 
é POREL 104-4 ee | l4 100-7 107 +1 ] l 407 sl 330 4 
Jay \ 90-0 I 4 LOO +4 124 439 4 2¢ 0 
APRU 4 sé 14 wes s-4 a2 1Y , lv i774 
} | BZ 141 gv-4 med led in 17 oo $y 
( I 101-1 * 14:3 vv: $ $12 \ M4 $65 
l I I 1U1-0 S4°] l42 Su-7 2°4 lla-4 $1 299 4t 
4 1s 
; JAN ! 100-3 &4-2 87-4 1-( 117-4 $11 96 461 
) FEER ix-9 82-7 7 ‘1 116°9 404 peas) 1S 
| Marc 07-6 s2 S6°2 91-1 Li6-¢ 0 $51 
APRIL 13 84°5 B6°5 90 116°6 ‘ $44 
MAY ou ~ SU-S u1-9 Lis-2 ‘ ; 147 
JUNI 101°7 SUD 1 92-9 118-38 10 $47 
JULY. 1 SO-9 ’ 7 a ) }1is-7 ol Ox 0 
4 I l eh) 90-6 4 lIs-4 ‘ : oe 
KI LI lt 0 ) 1-4 mo 119 0 ~s] 
n 1 The indice which are for the Ist of the month, are entered f the prev is month to ta tat 
. " comparison, 
l, | 2 Gold index. (a) Revised index. ( New index, 
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Glyn Mills New ianiiaiaeiaie in 
Lombard Street.—II. The Interior 


By Professor C. H. Reilly 


T is, of course, a very interesting thing when one of 
the few remaining private banks of the country, but 
one with the powers and resources of a great joint 
stock bank, tackles in this period of architectural transi- 
tion the question of rebuilding its headquarters. One 
may rightly expect something more intimate and 
interesting to result from the association of the architects 
with a set of partners than between the architects and 
a big board of directors drawn from all parts and with 
many other interests than the bank. The partners must 
el they are rebuilding the home of their long-established, 
rahe ‘family, enterprise; while the directors of the 
great joint stock bank will probably look on such work 
as but one more of their many building operations, if 
the most important. One would therefore expect to 
find in the former case a resultant building with a warmer, 
more human tone about it and, however big and imposing 
the structure, one less palatially magnificent. It 1s, 
indeed, e* this feeling that one finds in this great new 
building for Messrs. Glyn, Mills & Co. and the partners 
and their architects, Sir Herbert Baker and Mr. A. T. 
Scott, are to be —— upon it. Itisa feeling 
ingularly absent, stri inge to say, in the big building 
recently erected by th ny in Whitehall, but that, in 
ite of its size, Is a wah h and not the daytime home 
the partners—that seems to make all the difference. 
When one has said that this building has more 
ersonality than most of the big banking headquarters 
in the City, one has stated a truth obvious to anyone 


who walks through the interior. The exterior, as was 
pointed out in a previous article, wears too precise a 
uniform—the morning coat of an eightecnth-century 


ntleman—to give much opportunity for such expression. 
When one comes, however, to study the interior mort 
closely, one finds personality certainly, but strong 
evidence that the personality is a dual one. One-halt 
seems to desire a restrained monumentalism and the 
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other a rich and comfortable domesticity for its complete 
happiness. lor instance, as one enters from Lombard 
Street, one loses at once the impression of a gentle, if 
rather overgrown, domestic building of Georgian character, 
and finds oneself immediately in the interior of a great 
Roman Therme, but one, one hastens to add, with 
none of the vulgarity in multi-coloured marbles and 
gilded enrichments with which the Romans adorned 
and at the same time spoilt the magnificent concrete 
vaults of their baths. One was reminded of the New York 
offices of the Cunard Company, where one leaves the 
crowded side-walks of Broadway for the dim religious 
light and lofty vaults of an Early Christian basilica in 
which one is expected to book one’s passage. Above 
this basilica, in spite of its beautiful barrel vaults, rise 
the thirty-odd storeys of a sky-scraper, full of small office 
compartments carried by a birdcage of steel girders and 
stanchions. Above these new Roman baths of Messrs. 
Glyn, Mills & Co., with their fine untouched curves and 
surfaces springing from massive and impressive piers of 
Ancaster stone, one knows are storey alter storey —not 
certainly thirty, but the exact number does not matter 

of ordinary small rooms carried on steel girders which 
bridge the vaults below and which are themselves carried 
on steel stanchions buried in these splendid Ancastet 
piers. It is this hidden steel core, too, which does all 
the work. The piers are scenery and the vaults are 
scenery. But apart from that, which is a defect inherent 
in nearly all modern steel-frame buildings, there is here 
i definite conflict of ideas, the expression again perhaps 
of a dual personality. One set of ideas is exemplified in 
the sweeping semi-circular curves of arch and vault, 
and the other in the horizontal and vertical criss-cross 
of the rest of the building. This will be seen very clearly 
in the cross-section of the building here illustrated. 


Strangely enough, if the curved vaults were at the top 
f the structure, with the trabeated part below, the 
onflict would not be nearly so acute. It is increased in 
this building not only by the position of the two parts, 
but by the definite character the architects have given 
to each li the great vaults had been decorated in some 
ommonplace way like the ceilings of a cinema, and the 

the a} irtments had been florid, characterless 
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things, one would not have felt this antithesis nearly so 
strongly. It is because each is so good of its kind that 


one cannot escape the conflict. In a commonplace 
building with characterless features culled from every- 





Photograph Bedford Lemere 
AN APPROACH TO THE BANKING HALL 


where one does not worry, because one pays no attention 
to the architecture. Here one is compelled to pay 
attention. The Roman vaults of the great hall, which 
I found so stimulating and romantic under scaffolding, 
have not lost their beauty now that the scaffolding has 











PARTNERS’ DINING-ROOM 
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been removed. Free from all ornament or coffering, 
their forms tell their tale in full intensity. When flood- 
lighted at night, and the major lighting is_ reflected 
lighting from these great curved surfaces, this hall is one 
of the most impressive things erected during the last 
twenty years. It has grandeur and simplicity, and one 
would add nobility until one remembers that these vaults 
are not real, that instead of carrying themselves, as their 
spreading curves suggest, they are but plaster shells 





ENTRANCE DOORWAY, PARTNERS’ DINING-ROOM 


probably in most cases suspended from the girders above 
or in some other way dependent upon them. The whole 
thing is a stage illusion. In a sense, it is not the fault 
either of the architect or of the partners. It is the fault 
of the age in which we live. Ruskin, as Mr. Lansbury 
reminded us a night or two ago, said ‘“‘ the soul of a 
nation is expressed in its architecture.”’ We will leave 
this major question at that. 

The character of the actual builders of the building, 
apart from the character of the age, is expressed more 
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clearly in the detail, and in this great hall the detail is 
everywhere simple and restrained. The w: iy, for instance, 
in which the names of the members of the firm who fell 
in war are cut directly in the stone of two of the big 
piers, without gilding, enrichment or containing moulding, 
is typical of this simplicity. As always, however, where 
anyone with so strong an individuality as Sir Herbert 
Baker is the designer—I once described him, thinking 
too of Wren, as the inspired amateur of architecture 





THE BOARD-KOOM 


there are details which, while no doubt truly felt by him 
as happy and satisfactory, jar a little on academic people 
accustomed to obey the rules like myself. To me the 
two gvreat) stone tables, much higher than ordinary 
tables, and very heavily moulded, the one oblong and 
the other circular, which stand in the centre of the public 
space, are too big and too heavy both in actual size 
and in seale. They seem to suggest the sarcophagi of 
giants rather than pieces of furniture for the use of 
lients. Then the circular opening in the main vault 
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and its supporting wall, which immediately faces one on 
entering, does not for some odd reason seem a true circle, 








vet nothing else could be intended with these simple * 

forms. Such things, however, are small matters compared 
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PAKTNERS' DINING-ROOM BEYON 
: ' 
with the success of this great interior as a thing in 

itselt 

The other great room, the cire ular-domed one devoted ¥ 


to the seven partners, does not seem to me nearly so 
successful. Here the other side of the dual personality, 
the strongly domestic side, is on the whole in the 
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ascendant, but struggling all the time with the monu- 
mental side. The great windows with curved sills as 
well as heads, not only eat into the panelling but conflict 
with the domestic note so charmingly given by the fire- 
place and so flippantly given by the drawing-room glass 
chandelier. The enrichments of the mouldings and the 
thin band of lettering seem, too, to be out of scale with 
the strength of the panels and the general proportions of 
the room. 

A more successful room with its cedar-lined walls 
is the partners’ dining-room on the fifth floor. The 
range of decorative portraits of former partners painted 
on panels all round the room, each with appropriate 
architectural background, by Mr. Colin Gill, are extra- 
ordinarily effective, and very superior in my opinion as 
decoration to his similar work in the Bank of England. 
There is, though, in this room another of those strange 
personal and inexplicable touches the architects indulge 
in. Under each portrait are three small panels. Two 
of these panels are sunk and one raised. How can both 
types in the same place and at the same level be justified 
functionally or decoratively ? 

The board-room on the same floor is the most modest 
of all board-rooms of big banks, and the pleasantest. 
It has a fine fireplace from some previous building and 
a central door with a finely enriched and carved archi- 


trave. It has, too, a very poor table, not, I imagine, 
designed by the architects. In spite of the table, 


however, this is a room where one feels real work could 
be done and decisions taken after useful and friendly 
discussion. Most modern board-rooms seem to call for 
portentous speeches, clouding counsel as their ornaments 
cloud their architecture 
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